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INTRODUCTION 


A.  SCOPE  OF  WORK 

® The  purpose  of  the  study  was  to  analyze  present  and  former  customers 
for  timesharing  services  who  have  implemented  in-house  timesharing  services. 

® "Timesharing  services"  for  this  report  is  identical  to  the  term 
"interactive  remote  computing  services"  normally  used  by  INPUT;  this  term 
describes  those  remote  computing  services  where  the  user  interacts  with  a 
vendor's  computer  via  a terminal  connected  to  it  by  a communication's  link, 
and  where  the  user's  program  and  data  are  on-line  while  the  interaction 
takes  place.  This  is  thus  distinguished  from  remote  batch  and  inquiry 
services . 

@ The  study  was  limited  to  those  in-house  timesharing  functions 
established  on: 

- the  customer's  main  in-house  processors,  usually  large-scale 
IBM  mainframes 

stand-alone  in-house  timesharing  computers  of  the  DEC  10  class 
and  above. 
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Thus  conversion  to  stand-alone  or  linked  minicomputers  was  specifi- 
cally excluded  from  this  study.  Future  research  will  need  to  be 
accomplished  in  this  area. 

& Objectives  of  the  study  were  to  provide  insight  on: 

- The  type  and  level  of  user  service  being  provided,  i.e.,  user 
technical  support,  system  availability,  reliability,  and  functional 
capability 

- How  well  the  end  results  compare  to  the  original  plan  to  pro- 
vide in-house  service  particularly  relative  to  planned  costs  (savings) 
and  actual  costs  (savings) 

- Reasons  for  the  in-house  movement  and  how  it  was  accomplished 
with  particular  emphasis  on  the  evaluation  and  decision  process. 
Reasons  other  than  cost  were  also  examined 

- Costing  approaches  that  were  used  such  as  incremental  costing 
versus  "full"  costing,  and  the  chargeback  mechanism  used. 

B . USER  RESEARCH 

0 As  shown  in  Exhibit  I-l,  almost  50%  more  user  interviews  were 
carried  out  for  this  study  than  were  contracted  for.  The  reason  was  that 
the  information  obtained  during  the  interviews  varied  in  level  of  detail 
and  coverage  such  that  the  original  interviews  would  have  provided  less 
information  on  key  points  than  was  desirable. 

INPUT,  therefore,  decided  to  expand  the  number  of  interviews  to  a 
number  to  insure  reliable  data  being  available.  This  was  done  through 
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EXHIBIT  I-l 


USER  RESEARCH  TABULATION 


Contacts  Attempted 

>100 

Right  Contacts  Made 

74 

Less : 

Declines 

Those  not  fitting  criteria 
Not  completed 

15 

13 

31 

Organizations  Interviewed 

43 

Type  of  Interview  Completed: 

ON-SITE 

TELEPHONE 

TOTAL 

Data  Processing  Managers 

35 

8 

43 

End  User 

27 

4 

31 

Financial  Officer 

16 

2 

18 

TOTAL 

78 

14 

92 
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the  use  of  telephone  and  on-site  interviews.  The  difference  in  content 
between  telephone  and  on-site  interviews  \^as  minimal. 

& The  criteria  for  selection  of  a respondent  varied  somewhat  by  the 
progress  in  the  study.  Necessary  criteria  at  all  times  were  that  the 
organization  must  be: 

large,  with  significant  in-house  resources  ("Fortune  50"  bank 
or  utility,  or  "Fortune  300"  industrial) 

- a significant  (at  least  $10,000  per  month)  user  of  timesharing 
services  now,  or  in  the  past 

- at  the  least,  considering  establishement  of  an  in-house  time- 
sharing function. 

Other  criteria  that  were  used  at  various  points  were: 

geographic  location,  in  order  to  facilitate  travel  while 
obtaining  adequate  geographic  dispersion 

- industry  type 

whether  or  not  a GE  user. 

@ As  sho\<m  in  Exhibit  1-2,  two-thirds  of  the  organizations  interviewed 
were  manufacturers  and  banks.  A list  of  the  organizations  interviewed  is 
provided  as  Exhibit  1-3.  The  list  is  provided  so  that  GE  can  take  into 
account  the  sources  of  the  information  presented  in  this  report. 

It  is  possible  to  correlate  specific  interviews  with  respondents 
because  of  identifiable  characteristics.  INPUT  requests  that  this  is  not 
done  since  it  would  impact  the  confidentiality  of  the  responses. 
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EXHIBIT  1-2 


ORGANIZATIONS  INTERVIEWED  BY  INDUSTRY  TYPE 


Mfg.  Utilities  Banks 

INDUSTRY  TYPE 


Govt . 


Other 


ilMPUl 


EXHIBIT  1-3 

ORGANIZATIONS  INTERVIEWED 


NAME 

INDUSTRY 

TYPE 

*TYPE  OF 
INTERVIEW 

TYPE  OF 

QUESTIONNAIRE  COMPLETED 

DP  MGR 

END  USER 

FINANCIAL 

Security  Pacific 

Banking 

0 

X 

X 

X 

Johns  Manville 

Mfg. 

0 

X 

X 

Nat ' 1 . Oceanographic 

Fed . Govt . 

0 

X 

X 

Gates  Rubber 

Mfg. 

0 

X 

X 

X 

Adolph  Coors 

Mfg. 

0 

X 

U. S . Dept .Agriculture 

Fed . Govt . 

0 

X 

X 

Chemical  Bank 

Banking 

0 

X 

Mobil  Oil 

Mfg. 

0 

X 

X 

Consolidated  Edison 

Utility 

0 

X 

Chase  Manhattan 

Banking 

0 

X 

X 

Hoffman  LaRoche 

Mfg. 

0 

X 

X 

Citicorp 

Banking 

0 

X 

X 

Host  International 

Other 

0 

X 

IDS 

Other 

T 

X 

X 

X 

Niagra  Mohawk  Power 

Utility 

T 

X 

Michigan  Bell 

Utility 

T 

X 

Cummins  Engine 

Mfg . 

T 

X 

Mellon  Nat’l.  Bank 

Banking 

T 

X 

X 

X 

First  Chicago  Corp. 

Banking 

T 

X 

X 

Rockwell  International 

Mfg. 

0 

X 

X 

General  Foods 

Mfg. 

0 

X 

X 

Public  Service  N.J. 

Utility 

0 

X 

X 

United  Parcel  Service 

Other 

0 

X 

Genesco 

Mfg. 

T 

X 

X 

Potlatch 

Mfg. 

T 

X 

X 

Phillips  Petroleum 

Mfg. 

0 

X 

X 

X 

Vought 

Mfg. 

0 

X 

X 

X 

Resource  Sciences 

Other 

0 

X 

X 

X 

First  Int ’ 1 . Bankshare 

Banking 

0 

X 

X 

X 

Cities  Service 

Mfg. 

0 

X 

X 

X 

Amoco  Product 

Mfg. 

0 

X 

X 

X 

Occidental  Petroleum 

Mfg 

0 

X 

X 

X 

North  Carolina  National 

Banking 

0 

X 

X 

X 

Southern  Bell 

Utility 

0 

X 

X 

X 

First  South  Services 

Banking 

0 

X 

Duke  Power 

Utility 

0 

X 

X 

X 

Texas  Instruments 

Mfg. 

0 

X 

X 

X 

Kaiser/Aetna 

Other 

0 

X 

NAS A- AMES  Labs 

Fed . Govt . 

0 

X 

X 

Large  Bank 

Banking 

0 

X 

X 

1 Standard  Oil  of  CA. 

Mfg. 

0 

X 

X 

1 Crocker  National 

Banking 

0 

X 

X 

I Wells  Fargo 

Banking 

0 

X 

X 

X 

* 0 = on-site,  T = telephone 
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9 Of  the  43  organizations  interviewed,  39  had  in-house  timesharing 
functions  and  the  remainder  were  considering  or  actually  establishing 
such  functions. 

0 As  shoxmi  in  Exhibit  1-4,  two-thirds  of  the  respondents  have  converted 
outside  timesharing  to  their  in-house  function.  Only  four  companies 
with  established  in-house  timesharing  functions  reported  that  they  have 
not  converted  any  from  outside. 

© The  user  research  concentrated  on  GE  and  ex-GE  customers,  as  shown 
in  Exhibit  1-5,  in  order  to  relate  directly  to  GE’s  experience.  Only  7 
companies  mentioning  vendors  did  not  include  GE  at  all;  in  several  other 
cases,  however,  GE  was  not  the  main  vendor  involved. 

9 As  hypothesized  prior  to  the  study,  IBM-based  in-house  timesharing 
functions  predominate  and  are  not  usually  based  on  dedicated  timesharing 
systems.  Other  equipment  used  for  in-house  timesharing  is  usually  on  a 
dedicated  basis,  as  shown  in  Exhibit  1-6.  Of  the  respondents,  14  had  one 
or  more  stand-alone  timesharing  systems  while  26  used  the  timesharing 
systems  for  other  purposes  as  well. 

© Interviews  were  carried  out  as  follows: 

August  18  - August  30,  1976  — initial  interviev7s. 

September  1 - September  19,  1976  — main  research  effort  prior 
to  review. 

September  20  - October  9,  1976  — completion  of  on-site  interviews 
and  selected  telephone  interviews. 
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NUMBER  OF  RESPONDENTS 


EXHIBIT  1-4 


RESPONDENTS’ 


CONVERSION  OF  OUTSIDE  TIMESHARING  TO  IN-HOUSE 


Have  Con- 

Did Not 

Conversion 

Considering 

verted 

Convert 

In  Progress 

Conversion 

CONVERSION 

STATUS 

INPUT 


VENDOR 


EXHIBIT  1-5 


VENDORS  MENTIONED  IN  CONVERSION 


GE 
SBC 
NCSS 
RAP I DATA 
TY MS HARE 
CSC 
MCAUTO 
IDC 
UCS 
OTHERS 

10  20  30 


NUMBER  OF  MENTIONS 


EXHIBIT  1-6 


COMPUTER  SYSTEMS  USED  FOR  IN-HOUSE  TIMESHARING 


INPUT 


C.  VENDOR  RESEARCH 


© Interviews  were  carried  out  with  the  following  remote  computing 


services  vendors: 

National  CSS 

Rapidata 

SBC 

CSC 

ADP-Cyphernetics 

Keydata 

BCS 

Informatics 

On-Line  Systems 

CDC 

UCS 

0 Several  vendors  refused  to  participate.  One  of  them,  Tymshare, 
stated  that  they  had  a very  good  knowledge  of  their  losses  to  in-house 
systems  through  extensive  and  on-going  research  and  considered  this  a 
competitive  advantage;  thus  they  would  not  contribute  to  the  "pool"  of 
knowledge. 

© Interviews  were  also  held  with  people  knowledgeable  on  IBM,  Honeywell 


and  Digital  Equipment  Corporation  approaches  to  timesharing. 
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II. 


MANAGEMENT  ACTION  SUMMARY 


A.  SUMMARY  OF  FINDINGS 

© Virtually  all  very  large  organizations  have  now,  or  will  shortly 

have,  internal  timesharing  (T/S)  functions. 

- hardware  vendors  are  encouraging  it 

- they  are  necessary  for  program  development 

- users  want  this  type  of  service  integrated  into  their  standard 
applications . 

o The  loss  of  timesharing  contracts  in-house  is  much  more  significant 

from  an  "opportunity  cost"  viev/point  than  immediate  revenue  loss: 

- existing  applications’  use  can  be  expected  to  double  within 
a few  years 

- growth  in  existing  applications  plus  new  applications  Xv^ill 
result  in  a trebling  of  use  within  a few  years. 

a The  standard  timesharing  sales  force  is,  by  most  accounts,  unable  to 

compete  once  the  issue  of  timesharing  is  raised  to  the  DP  manager  or 
corporate  management  level. 
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o Virtually  all  companies  interviewed: 

use  external  T/S  services  in  addition  to  internal  T/S  systems 
intend  to  continue  to  use  external  T/S  services. 

© External  T/S  systems  are  used  for: 

- national  and  international  communication  nets  for  gathering, 
validating,  summarizing  and  distributing  data 

- access  to  large  data  bases  (i.e.,  economic,  industrial, 
demographic) 

- special  functions  (i.e.,  econometric,  circuit  design) 

- systems  research  and  development  (new  application  trials) 

- proprietary  applications  packages. 

© External  timesharing  is  also  used  because: 

- users  won’t  change 

- DP  departments  have  enough  on  their  hands  without  trying  to 

convert  outside  timesharing  now. 

© The  impetus  for  conversion  to  internal  T/S  systems  had  its  roots  in 

the  recent  economic  recession: 

large  companies  looked  about  to  reduce  costs 

found  T/S  costs  were  both  significant  (sometimes  greater  than 
$1  million  per  year)  and  rising  at  an  accelerating  rate. 

© The  economic  recovery  has  generated  operating  income  to  commit  the 

capital  to  implement  internal  T/S  systems. 
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0 Over  tx-70-thirds  of  the  internal  T/S  systems  are  on  IBM  equipment: 

- often  through  use  of  TSO  option  for  program  development 
TSO  capabilities  are  more  limited  than  outside 

TSO  response  time  is  poorer  than  outside 

- "incremental  costing"  allows  TSO  to  be  more  cost  effective, 

0 Full  costing  as  opposed  to  incremental  costing  v;ill  not  make  that 

much  difference  between  in-house  and  current  outside  timesharing  costs. 
Certainly,  organizations  will  still  be  able  to  justify  conversion  to  in- 
house  timesharing  if  full  costing  is  used. 

© One  reason  for  this  is  that  DP  departments  simply  don't  provide  the 

level  of  support  that  outside  vendors  provide.  Neither  do  users  in  these 
very  large  organizations  require  that  level  of  support;  unfortunately, 
competing  timesharing  companies  force  this  level  of  support  upon  other  vendors. 

0 The  external  T/S  vendor  price  structure  has  been  a major  contributor 

to  the  shift  to  internal  T/S  systems: 

It  is  non-responsive  to  changing  market  conditions 

- Processing  costs  are  too  high 

- Data  storage  costs  are  excessive. 

& The  T/S  vendors  are  not  doing  enough  to  help  unsophisticated  users 

reduce  costs.  Selected  invoices  showed  that  over  90%  of  costs  were  for 
data  storage. 
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e In  order  to  put  a lid  on  T/S  costs  and  gain  control  over  the  rapid 

growth  of  T/S  usage,  many  companies  have: 

- put  a ceiling  cost  on  jobs  that  can  be  done  outside 
(e.g. , lOK/yr) 

centralized  the  payment  of  T/S  invoices 

- centralized  the  contracting  of  T/S  services 

- attempt  to  do  all  new  systems  on  the  internal  T/S  system 
through  T/S  or  remote  batch 

- operate  internal  T/S  services  as  if  they  were  an  outside  vendor 
with  user  support  group  and  protected  price  advantage. 

® File  data  security  is  a very  important  issue  for  financial 
institutions  and  is  becoming  increasingly  more  so  for  other  commercial 

companies.  However,  users  are  not  yet  willing  to  pay  a significant  price 
to  obtain  it — a hidden  cost. 

a The  most  successful  in-house  timesharing  systems  were  found  in  those 

where  systems  were  dedicated  to  timesharing, 

© Some  in-house  T/S  systems  have  turned  to  the  use  of  minicomputers 

as  front  ends: 

- to  become  communication  processors 
to  increase  line  speed  handling 

to  increase  CPU  accessibility 

© Users  are  finding  it  difficult  to  use  external  T/S  services  with 

internal  information  processing  systems  because  there  is: 
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limited  T/S  vendor  line  speed 

- limited  data/file  access,  transfer  capability. 

8 The  users  felt  that,  in  general,  the  T/S  vendors  are: 

- more  innovative  than  internal  T/S  services 

- more  responsive  to  user  needs 

- have  better  T/S  software 

- have  better  proprietary  software  packages 

@ The  costs  of  services  from  an  internal  T/S  system  appear,  on  the 

average,  to  be  at  least  50%  lower  than  the  costs  from  an  external 
T/S  service.  Also,  organizations  only  require  a differential  of  25%  to 
have  a compelling  reason  to  change. 

o Half  of  the  DP  managers  and  more  than  half  of  the  financial  officers 

would  consider  fixed  price,  "equivalent”  systems  from  outside  vendors. 

& The  biggest  problem,  besides  cost,  facing  outside  vendors  is  the 

trend  for  organizations  to  integrate  their  timesharing  v;ith  standard 
applications.  This  requires  access  to  in-house  data  files. 

0 Also,  when  organizations  convert  timesharing  in-house,  they  often 

use  new  features: 

integrated  remote  batch  and  timesharing  applications 

- high  speed  CRTs  and  intelligent  terminals 
languages  such  as  PL/l 
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0 In-house  DP  departments  have  been  surprised  by: 

- problems  of  pricing  internal  services 

- extent  of  the  demand  for  timesharing 

- level  of  support  users  require. 

o When  outside  timesharing  applications  are  examined  by  DP  or  by 

consultants,  they  find: 

- excess  costs  due  to  unnecessarily  high  storage  charges 

- systems  operating  in  timesharing  mode  which  could  be  run  in 
production  in  batch  or  remote  batch  mode  at  considerable  savings 

- poorly  structured,  coded,  and  documented  systems  that  have 
been  put  up  in  a hurry  and  never  cleaned  up. 

B . RECOMMENDATIONS 

& GE  should  investigate  adopting  a two-tier  pricing  policy  for  very 

large  users: 

- charge  relatively  high  rates  for  high  "value  added"  applications 
which  are  difficult  to  convert  in-house 

, - offer  a "utility"  or  "equivalent  system"  to  them  with  the 
following  characteristics:  a 50%  price  discount;  "unbundled" 

systems,  education  and  application  support;  relatively  cheap  or 
"free"  storage. 

o The  large  accounts  shou].d  be  brought  off  standard  sales  incentives 

so  that: 

applications  can  be  cleaned  up 
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- the  most  cost  effective  processing  from  the  user's  viewpoint 
installed 

GE  can  start  to  work  with  internal  DP  departments  and  corporate 
management 

- continue  selling  to  end  users  with  a competitive  advantage. 

© GE  should  develop  and  train  at  least  part  of  the  sales  force  to  sell  - 

at  the  corporate  management  and  DP  department  level. 

© Provide  easy  ways  for  unsophisticated  users  to  reduce  on-line 

storage  costs; 

- storage  efficiency  (access  + packing) 

- elimination  of  dead  on-line  storage 

0 Provide  support  (for  a fee)  for  easy  transfer  of  applications  from 

external  to  internal  T/S  when  user  finds  it  cost  effective  to  do  so, 

0 Provide  facilities  for  effective  cross  access  of  data  between  external 

T/S  system  and  user's  internal  T/S  system: 

data  base  access  and  management  softv;are 

- IBM  compatible  (direct  or  through  transparent  conversion) 

9 Pvesearch  and  develop  regional,  national  and  international  data  bases 

- also  access  software 
analysis/modelling  software 

a Research  and  develop  the  software  and  systems  to  offer  more 

intelligent  termiinals  as  part  of  the  timesharing  network: 
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transaction  driven  systems 

- distributive  computing 

- reduce  cost  goal 

- reach  dox<m  to  lower  end  of  market 

e Research  and  develop  data  transmission  and  analyses  techniques  for 
improved  user  data  transfer  cost  effectiveness: 

- error  detection  and  correction 

- automated  data  analysis 

© Offer  increased  data  transfer  rates 
cross  transfer  of  data 

- data  concentration  and  rapid  transmission 

- greater  than  4800  bps. 

@ Investigate  providing  on-site,  facilities  management  of  computers 
tied  into  GE’s  network.  These  may  be  large  minicomputers.  Also,  look  at 
using  minis  or  controllers  for  in-house  storage  that  can  be  accessed 
through  GE’s  network,  then  providing  access  to  users’  files  without  taking 
the  data  off-site. 

& By  the  time  users  get  to  evaluating  outside  timesharing,  it  is  too 
late  to  compete  effectively.  GE  must  have  an  "early  warning"  system  and 
transfer  accounts  when  they  become  sensitive,  not  when  they  start  looking 


for  equipment. 
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III. 


ANALYSIS  OF  RESULTS  OF  USER  RESEARCH 


A.  DATA  PROCESSING  MANAGERS 

1.  CHARACTERISTICS  OF  TIMESHARING  CONVERSION 

a . Timing  of  Conversion 

0 Based  on  the  results  of  this  survey,  the  majority  of  companies  of 
the  size  considered  have,  or  will  shortly  have,  in-house  timesharing 
functions.  Of  the  more  than  70  companies  contacted,  fewer  than  20%  did 
not  have,  nor  were  evaluating,  an  in-house  system.  The  sample  was  con- 
siderably skewed  because  of  its  selection  criteria,  so  such  a high  penetration 
would  not  be  expected  over  all  equivalent  sized  organizations. 

© As  stated  in  the  Introduction,  almost  all  organizations  with  an  in- 
house  timesharing  function  have  converted  outside  timesharing  to  it. 

However,  this  has  been  done  over  several  years,  in  many  cases,  with 
additional  work  added  to  the  in-house  system. 

® Several  companies  of  the  15  that  declined  to  participate  did  so  because 
they  were  now  considering  conversion  of  outside  timesharing  to  an  in-house 
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system  and  regarded  it  as  a sensitive  issue. 


& This  sensitivity  was  emphasized  during  the  research.  Few  respondents 
would  provide  any  material  on  their  conversion  process  or  their  pricing. 
The  little  material  that  was  made  available  was  only  obtained  because  of 
personal  contacts  INPUT  interviewers  have  with  some  users. 

» As  shown  in  Exhibit  III-l,  the  25  respondents  who  gave  amounts  and 
years  when  converted  for  outside  timesharing  would  have  accounted  for 
over  $10  million  in  revenues  in  1977. 

© This  figure  is  based  on  their  use  of  timesharing  remaining  constant 
since  it  was  converted.  In  fact,  as  sho\sm  in  Exhibit  III-2,  the  loss  is 
far  more  dramatic  when  potential  account  growth  is  taken  into  considera- 
tion. The  figures  given  were  obtained  from  the  respondents*  dates  and 
amounts  of  outside  timesharing  converted,  and  growth  rates  since 
conversion. 

@ The  trebling  in  the  use  of  timesharing  reflected  in  Exhibit  III-2  is 
important  from  two  aspects: 

- it  shows  the  basic  demand  for  such  services  from  end  users,  and 

- it  demonstrates  the  "opportunity"  loss  associated  with  the  real 
loss  to  vendors  when  outside  timesharing  is  converted  in-house. 

0 The  conversion  process  usually  takes  time  as  demonstrated  by 
Exhibit  III-3  which  gives  counts  of  respondents  converting  timesharing 
in  any  one  year.  This  also  shows  that,  for  the  companies  sampled. 
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EXHIBIT  III-l 


RESPONDENTS’  CONVERSION  OF  OUTSIDE  TIMESHARING^  BY  YEAR 


1971  1971  1972  1973  1974  1975  1976  1977 

YEAR 


Total  number  of  respondents  - 25 

Figures  in  parenthesis  are  number  of  respondents  reporting  in  each 
year . 
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OUTSIDE  TIMESHARING  PURCHASES 


EXHIBIT  III-2 


TIMESHARING  REVENUES  LOST  TO  VENDORS  FROM  REPORTED  CONVERSION 


EQUIVALENT 

BASED  ON  17  RESPONDENTS 
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EXHIBIT  III-3 


RESPONDENTS’  CONVERSION  OF  TIMESHARING  BY  YEAR 


YEARS  OF  CONVERSION 


T 


t 
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77%  had  converted  outside  timesharing  in-house  by  1976. 


© The  peak  year  for  such  activity  was  1975  when  a third  of  respondents 
completed  their  conversion  activity.  As  shown,  much  of  this  conversion 
effort  was  .started  in  1974. 

9 For  several  reasons  it  appears  that  there  is  a strong  relationship 
between  the  economic  cycle  and  conversion  of  timesharing  in-house: 

- external  expenditures  become  highly  visible  when  there  is  a 
business  downturn 

- restrictions  on  personnel  growth  and  generally  reduced  business 
levels  cause  computer  capacity  to  be  available  which  would  otherwise  b 
used  for  normal  business  growth. 

@ This  is  confirmed  by  the  analysis  of  the  year  in  which  respondents 
first  considered  converting  outside  timesharing  to  in-house  as  shown  in 
Exhibit  III-4.  A further  factor  affecting  the  tendency  to  consider 
conversion  is  the  availability  of  software  for  in-house  timesharing  use; 

TSO  and  its  extension  into  VS  from  IBM  have  coincided  with  the  pressure 
to  move  in-house. 

b.  Length  of  Time  Taken  for  Conversion 

© As  far  as  elapsed  times  for  the  various  steps  in  the  decision 
process  are  concerned.  Exhibit  III-5  shows  that  the  period  from  the 
start  of  evaluation  of  conversion  to  a decision  is  the  most  well-defined 


with  an  average  span  of  about  6 months. 
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NUMBER  OF  RESPONDENTS 


EXHIBIT  III-4 


YEAR  WHEN  RESPONDENTS  FIRST  CONSIDERED  TIMESHARING  CONVERSION 


10 


Pre 

1971  1971  1972  1973  1974  1975  1976 


YEAR 


INPUT 


NUMBER  OF  RESPONDENTS 


EXHIBIT  I I I- 5 


RESPONDENTS’ 

6 
4 
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8 
6 
4 
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6 

4. 
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ELAPSED  TIME  FOR  STEPS  IN  CONVERSION  PROCESS 
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® The  period  from  initial  consideration  to  starting  the  evaluation 
is  normally  slightly  longer,  particularly  for  some  of  the  earlier 
conversion  efforts.  Again,  an  average  period  of  6 months  is  appropriate 
for  this  span. 

@ In  combination,  the  elapsed  time  from  first  consideration  to 
decision  is  about  10  months  on  average. 

® The  conversion  period  varies  by  the  amount  of  conversion  taking 
place.  Some  of  the  larger  conversion  efforts  are  still  going  on  after 
eight  years.  It  also  depends  on  the  importance  of  the  conversion  effort 
to  in-house  groups.  Some  organizations  emphasize  the  conversion  activity 
while  a few  seem  to  convert  at  a leisurely  pace. 

© As  shown  in  Exhibit  III-6,  75%  of  respondents  had  completed  conversion 
within  two  years  of  first  consideration.  The  average  total  elapsed  time, 
including  three  very  large  ($1.5  million  per  year)  conversion  efforts  still 
under  way,  is  about  30  months;  without  these  three  the  average  is  about 
two  years . 

© However,  the  elapsed  time  for  these  stages  seems  to  be  decreasing  with 
available  user  and  mainframe  vendor  experience,  so  that  the  total  elapsed 
time  for  establishment  of  an  in-house  function  should  be  estimated  at 
6 to  9 months,  with  a further  6 to  9 months  for  conversion  of  significant 
timesharing  expenditures. 

o All  (100%)  of  the  organizations  interviewed  were  still  doing  out- 
side timesharing.  Of  the  vendors  being  used,  GE  again  was  the  dominant 
vendor  as  shoxvna  in  Exhibit  III-7 . Noteworthy,  however,  is  the  relatively 
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EXHIBIT  III-6 


RESPONDENTS ’ 


ELAPSED  TIME  FOR  TOTAL  CONVERSION  PROCESS 


^ 6 7-12  13-24  >24 

NUMBER  OF  MONTHS 


INPUT 


EXHIBIT  III-7 


TIMESHARING  VENDORS  AFFECTED  BY  CONVERSION  AND  STILL  BEING  USED 
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strong  position  of  the  "data  base  vendors,"  DRI  and  IDC , 


2.  CHARACTERISTICS  OF  IN-HOUSE  TIMESHARING  SERVICES 

a . Computer  Used  for  In-House  Timesharing 

© As  sho^mi  in  Exhibit  III-8,  31  of  the  A3  computers  being  used  for 
in-house  timesharing  were  from  IBM  and  of  these  almost  half  were 
System/370  Model  168s. 

0 Only  20%  of  the  IBM  computers  were  dedicated  to  timesharing  as 
opposed  to  75%  for  the  non-IBM  computers.  Whether  or  not  they  were  from 
IBM,  over  50%  of  the  computers  dedicated  to  timesharing  were  purchased, 
compared  with  less  than  25%  for  those  not  dedicated. 

® Of  the  IBM  systems  dedicated  to  timesharing,  two  were  370/168s, 
one  running  under  VP-CS  and  the  other  under  VS  with  RAMIS.  Both  were 
purchased  machines. 

b . Software  Used  for  In-House  Timesharing 

® IMS  x^/as  identified  as  a DBMS  run  in  the  timesharing  machines  in  a 
third  of  the  IBM  installations.  However,  RAMIS  x-zas  being  used  in 
several  key  installations. 

& A particular  installation  Xsrhich  appeared  effective  X7as  that  with  a 
dedicated  370/145  xising  VM/370  and  RAMIS.  This  installation  is 
supporting  300  users  x^ith  about  100  terminals  and  7500  sessions  per 
month.  The  system  is  nox7  overloaded  and  the  user  is  moving  to  a 2 Meg  158. 


.’>v 


f;  - 


?:  ■■“  V 


>.  HJ: 


I'  ' T ii\fS,l  i; 


/I  .r  vn  , 'yli^  um' 


, . I .-  , ^.'M 

'H.  J ‘ >. 'm  '0  %^-rt'i  I H0  >0^-  .|B|y  i>.g© 


i^'>U  I ' '* 


t?: 


-S..: 


■ ^'"  ' ■ ■ '■ ‘ T,_,  ' .^. 

^/■ii( ,V (; \W'^'  ej-4 -, ^n-|  »5  ' 7(1^ 


,«Mi]r- H^.’i  itiMli^  f. 


i •■J  I 


ti  3'/ii  tnv 

<iJ  u.  I . ■ f i 


ni 


V q u i>r. ...., . . 7(fct  mt, 


:ll,' 


•47^  si  “I'yAH  S^-;  h-(XL, 


CHARACTERISTICS  OF  RESPONDENTS’  TIMESHARING  COMPUTERS 
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They  originally  had  a 360/67  with  CMS  and  so  have  moved  along  a path  which 
has  provided  for  a four-fold  expansion. 

© As  far  as  IBM  operating  systems  are  concerned,  respondents  are  not 
moving  to  MVS  as  fast  as  IBM  would  no  doubt  like.  SVS  is  currently  used  in 
a majority  of  models  (145,  158,  168)  with  OS/MVT  HASP  still  present  in  about 
15%  of  the  IBM  installations.  The  performance  characteristics  of  MVS  do  _ 
not  appear  attractive  to  most  managers  right  nox^7.  There  was,  however,  one 
installation  running  MVS  Release  3.7. 

o TSO  was  being  run  in  almost  half  the  installations  often  with  TCAM 
under  VS.  BTAM  had  relatively  little  use.  CICS,  TSS,  and  IMS/DC  were 
being  used  in  a few  installations. 

c . In-House  Timesharing  System  Changes 

Q Based  on  the  above  considerations,  the  respondents  were  not  casually 
considering  timesharing;  they  are  in  it  to  stay: 

a third  of  the  respondents  have  a dedicated  timesharing  systems, 
half  of  these  are  purchased 

the  systems  have  the  core  size  to  be  effective  processors 
(9  of  the  168s  have  4 Meg  storage) 

the  operating  systems  are  timesharing  specialized  or  oriented 
data  base  management  systems  with  timesharing  capabilities  are 
being  used  extensively. 

o In  support  of  this,  almost  80%  of  respondents  have  made  changes 
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to  the  in-house  system  since  it  was  originally  specified  for  timesharing. 
Of  these,  11  respondents  have  upgraded  their  computers,  sometimes  sig- 
nificantly; for  example,  a 370/145  to  a 370/158  to  two  370/158s,  or  a 
GE  637  to  a Honeywell  6080,  or  a 360/67  to  a 370/145  to  a 370/168. 

® Other  changes  made  commonly  were  to  add  disk  and  communications 
controllers.  Disk  space  was  particularly  important  for  TSO  users. 

d . Service  Level  of  In-House  Timesharing 


© 


The  response  time  quoted  by  respondents  varied  appreciably,  as  shown 


in  Exhibit  III-9.  Generally,  the  dedicated,  non-IBM  systems  were  the  best 
performers.  Several  168  users  were  expecting  response  times  from  5-20 
seconds,  although  this  w^as  for  first  "ready"  rather  than  continued 
operations . 

Many  respondents  would  not  commit  themselves  on  response  time  but 
made  statements  such  as  "varies,"  "satisfactory,"  "good,"  and  "eratic." 


This  was  particularly  true  of  IBM  installations. 


a As  far  as  availability  is  concerned.  Exhibit  III-IO  shows  that  almost 
half  the  respondents  schedule  timesharing  to  be  available  24  hours  a day, 

7 days  a week.  Since  most  of  the  systems  were  not  duplexed,  this  hardly 
seems  credible  given  normal  maintenance  requirements.  In  fact,  one 
respondent  admitted  the  system  v;as  only  available  40%  of  the  time.  On 
the  other  hand,  at  least  one  respondent  felt  his  availability  was 
better  than  they  had  received  from  the  outside. 
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EXHIBIT  III-9 


IN-HOUSE  TIMESHARING  RESPONSE  TIME 
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EXHIBIT  III-IO 


RESPONDENTS'  HOURS  OF  AVAILABILITY  FOR  IN-HOUSE  TIMESHARING 
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& The  reliability  obtained  by  in-house  timesharing  functions  was 
relatively  low  compared  to  commercial  installations;  only  about  10% 
of  respondents  had  a reliability  of  99.5%  or  better,  as  shown  in 
Exhibit  III-ll. 

& When  looking  at  improvements  or  expansion  plans,  only  one  user 
stated  that  he  would  improve  reliability  and  availability.  Other  expansion 
plans  were  primarily  in  the  equipment  area  and  are  similar  to  the  changes 
given  above,  namely,  upgrading  computer  (5  plan  to  do  this),  add  disk, 
and  memory.  However,  several  minor  points  are  apparent  which  could  be 
indications  of  trends: 

- one  respondent  is  adding  interactive  graphics  capability 
(another  has  done  so) 

- several  respondents  are  evaluating  VS-PC,  especially  for  the 
"technical  community" 

a respondent  is  replacing  disks  with  a disk  system  from  Modcomp 
using  a minicomputer  disk  controller 

because  of  capacity,  a Honeywell  6080  user  is  going  to  sell 
timesharing . 

e.  Organization  and  Support  Levels  for  In-House  Timesharing 

@ Less  than  a third  of  respondents  had  separate  timiesharing  functions 
in  their  DP  organization;  the  remainder  integrated  it  with  normal  DP. 

There  was  some  indication  that  banks  are  more  likely  to  establish  a 
separate  function  than  other  organizations. 
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EXHIBIT  III-ll 


RESPONDENTS’  IN-HOUSE  TIMESHARING  RELIABILITY 
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o Although  respondents  with  a separate  timesharing  function  are  more 
likely  to  have  a dedicated  timesharing  computer  than  those  with  an  inte- 
grated function,  still  over  half  of  them  use  computers  which  are  not 
dedicated  to  timesharing. 

© In  the  installations  with  separate  timesharing  functions,  the  numbers 
of  people  allocated  are  small  in  comparison  with  the  workload  as  sho’cra  in  ^ 
Exhibit  III-12.  This  is  in  spite  of  grossly  overestimated  figures  for 
the  workload  from  some  respondents. 

& Taking  actual  cases  given,  the  average  workload  supported  by  each 
person  would  be  as  follows: 

- operators,  $1.67  million  per  person  or  $0.72  million  per  person 
without  the  two  most  extreme  "workloads” 

- systems  analysts/programmers,  $0.72  million  per  person,  or 
$0.23  million  per  person  without  the  two  extreme  cases 

support,  $0.67  million  per  person,  or  $0.27  million  per  person 
without  the  two  extreme  cases. 

o In  most  cases  additional  support  is  available  from  the  main  DP 
organization.  In  several  cases,  "pooling"  with  this  DP  organization 
takes  place  so  that  it  is  virtually  impossible  to  break  out  responsibilities 
accurately. 

e This  is  further  compounded  when  the  timesharing  functions  are 
integrated  fully  with  DP.  Exhibit  III-13  shows  that  over  a third  of 
all  respondents’  timesharing  installations  were  without  dedicated 
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EXHIBIT  III-I2 


PERSONNEL  DEDICATED  TO  RESPONDENTS' 
SEPARATE  TIMESHARING  FUNCTIONS 


RESPONDENT 

NUMBER 

OPERATORS 

SYSTEMS/ 

ANALYSTS 

PROGRAMMERS 

SUPPORT 

LEVEL  OF 
WORK  * 

($Millions) 
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11 

20.00 

TOTAL 

24 

56 

60 

$40.10 

■k 


Level  of  work  is  the  equivalent  external  cost,  as  estimated  by 
respondents,  of  the  work  performed  by  the  in-house  function 
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EXHIBIT  III-13 
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analyst /programmer  support. 


© Most  installations  have  a support  function  for  internal  timesharing, 
although  it  is  usually  only  1 or  2 people.  Often  they  are  responsible 
for  liaison  and  tasks  such  as  issuing  and  maintaining  manuals  rather  than 
development  and  operational  support.  The  amount  of  increase  from  when 
there  x-zas  outside  timesharing  only  is  often  only  one  or  two  people. 

© Several  respondents  in  utilities  mentioned  that  each  user  group 
x^as  "responsible  for  its  oxxn  thing."  Each  user  department  had  its  oxm 
support  function. 

@ Exhibit  III-14  shox-7s  that  most  interface  X\rith  users  is  handled  by 
a user  support  group  dedicated  to  the  timesharing  function,  as  described 
above,  or  by  a group  X'jithin  the  normal  DP  function  which  has  that 
responsibility,  but  is  not  dedicated  to  it. 

© One  respondent  stated  that  he  regarded  timesharing  as  a "utility" 
and  the  user  was  therefore  responsible  for  its  application.  Several 
respondents,  on  the  other  hand,  were  expanding  or  planning  to  expand 
their  user  support  groups.  This  was  as  a result  of  increased  demand,  to 
a certain  extent,  but,  more  importantly,  also  resulted  from  a realization 
of  the  necessity  to  improve  "service." 

© INPUT  concludes  that  in-house  timesharing  support  groups  will 
increasingly  be  independent  functions  and  xvill  grox-7  to  provide  more 
service  to  users.  At  the  same  time,  users  have  a lot  of  expertise 


liMPUT 


# l( 


» < <'l  '.fl-. 

i ti . 

W<i'  ^ 

= , ■ ■ '^  i 1 ' . 

t 

y^-r  ' 

' 14  '■  *i' 

•.  -■*<<' 

. '•  .1  -^’r  * '!•! 

hf/J: 

O'A:  . 

/ 

• i4ft*  ■ j;| 


• 'M.  »fcn3'.-.>U,  n ."l^  - I ii*'*' '-t  3 tn!’.' ><  v»  KJifti5|qoj0^^j 

ii  aUl'.'  ',i)0  ^ iiy 


<T»  tV»* 


ijhlr  ■ 'Om.  f. It fc. I ;t/  |t|  , '..'ll  ! 


->. 


I 1M  '1-wj:  ■ '■  . ;jfi -’  Af  fiwo  afi-4  .,/' 


' y 
,Xz'^ 


■ - t 

O'  ‘ }*'Cilf^  ^ 


rli 


■?/iVvc  ij.- ti>'frrlr::r.'ti  : t C' 

A 

! 1:  . ^iev 

4 

, '.fi  r.  i 

•-  ' i*'{T  >>%  ' §m 

• : * *TS*  ' 

-.u  JS 


. Y t til .., 


.*A‘h%e;j5ir.  ^ Ij' Ufi^ • 4»r. :t>tj  ftoO  * I'Vl; 

t **  '*  / 

^ -I;  ^ I 3>i’-  ■'»7  fcjlirf  j?>few  <>{t8:  4 


stO 


•lAr  -^.U’^N  • •try  -I  jo»f1*.  ^■J  ;^ti3n 


• «f  sSb  <J^iT  ft  4ti»i.7'.'^  4 * 'I* 


» 1 (t»  > V 


4 ’ 'itigwt 

t .-■  ■'  ■?.  ,,  f'  !-  » Jfercf 


^ y.>‘^u-if}’Pff- .'-i  ' •;,  ’ir)&  • i>ct4  t- 


. **.  A. 


!'»' 


I il 


a*.  >-.;jni:  . rrc  .-: 


‘^3 


•f  *%  L 


I 


"r*j|  iy\»*i* 


:ii.^ 


b/'  • ; *1-1  vX;^iiii5£i:^na 

4'*  ,S 

' •■  ■ 3 an  >/  « ,A|J4!|tl^p^  ■ 

■'**3 . 

« 


. 1.^  «sat 


NUMBER  OF  RESPONDENTS 


EXHIBIT  III-14 


RESPONDENTS ' 


HANDLING  OF  INTERFACE  WITH  TIMESHARING  USERS 


TRAINING  PROGRAMMING  iLITY 


ONLY  STAFF 


TIMESHARING  USER  INTERFACE  HANDLING  METHOD 


rt  : u^.4 


• n:  jcu’itfjr.i  rp'» 


. , j 

“ ■)  , 'A 


iV 


'8' 


I 


rt 


It 


y.W' 


g"1|^ 

^ _V*^l!ii 


'■-4 


(a 


te 


^ h.  ^ “ 

.•4  ” * V- 

f 'f  ^ *•'  •” 


:^1 


*■**  V'j 

•.  . .1 


= *■).* 

'-^■-  -'‘r? 

•Wi'h'^An.ror’r 


'Ba 


]' 


t ' ■■'■.T 

V,  1?,;;^ 


" ■ .*  H.-. . - ^ 


4 


A 


.tfj 

.^ii. 


held  over  from  outside  timesharing  relationships  so  that  the  level  of 
support  required  for  conversions  is  considerably  less  than  that  for 
new  timesharing  activities, 

© One  bank  respondent,  attacking  a $1.5  million  per  year  outside  time- 
sharing expenditure,  is  establishing  a separate  timesharing  function  with 
15  people.  This  group  will  consist  of  two  operators  for  a dedicated  DEC  20 
or  370/145,  five  systems  analysts/prograrmners , and  7 support  people;  they 
will  support  up  to  70  users.  This  is  one  of  the  better  planned  activities 
that  we  discovered,  but  the  support  coverage  is  still  "thin.”  The  only 
reason  that  it  will  not  be  overwhelmed  is  the  experience  users  already 
have  with  outside  vendors. 

3.  EVALUATION  AND  DECISION  PROCESS;  REASONS  FOR  CONVERSION 

a.  Cost  is  the  Reason  for  Going  In-House 

0 By  far  the  most  important  reason  for  conversion  offered  by  res- 
pondents is  "economics"  as  shoxra  in  Exhibit  III-15.  Comments  such  as 
"Timesharing  costs  rising  fast,"  "Keep  money  inside,"  "Stop  timesharing 
cost  growth,"  "Money I"  abound.  Almost  every  respondent  advanced  a cost- 
related  reason:  several  of  them  contrasted  "out-of-pocket"  costs  x>;ith 
internally  distributed  costs. 

o However,  cost  is  not  the  sole  reason.  Control  and  in-house 
compatibility  x^jere  also  advanced  as  strong  reasons  for  conversion. 
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NUMBER  OF  MENTIONS 


EXHIBIT  III-I5 


RESPONDENTS'  REASONS  FOR  CONVERTING  TIMESHARING  IN-HOUSE 


INPUT 


& 


In  addition,  many  users  felt  that  in-house  timesharing  was  becoming 


cost  effective  for  them  and  that  they  had  the  resources  necessary  to 
support  such  a function.  This  last  point  ties  in  with  the  capacity 
availability  many  large  system  users  had  during  1974  and  1975  because  of 
the  recession. 

@ One  user  justified  conversion  by  defraying  the  cost  of  a second 
system  required  as  back-up  to  a message  switching  system.  This  is  one 
case  where  incremental  costing  is  justified. 

© The  most  cogent  reason  for  conversion  advanced  was  "Management 
(the  President  of  the  company)  edict  I" 

0 Another  user  mentioned  that  he  was  paying  $20,000  per  month  for  an 
outside  service  which  the  in-house  group  would  do  for  "free."  Since 
there  are  fex\r  operational  entities  to  which  $250,000  on  the  bottom  line 
is  not  very  significant,  the  user  selected  the  in-house  alternative. 

0 On  the  other  hand,  one  of  the  responding  data  processing  managers 
without  an  in-house  timesharing  function  felt  that  they  would  obtain  one 
because  this  was  the  first  year  user  groups  were  being  charged  for  the 
outside  timesharing  they  used;  to  this  point  corporate  had  picked  up  the 
bill.  A corporate  planning  analyst  felt  they  would  continue  outside, 
however,  because  of  their  x^rish  to  avoid  creating  another  internal  DP 
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b • Reasons  for  Continued  Use  of  Outside  Timesharing 

© As  shown  in  Exhibit  III-16,  The  primary  reason  for  the  continued 
use  of  outside  sources  by  organizations  with  established  in-house  time- 
sharing functions  was  proprietary  software,  with  the  availability  of  a 
network  mentioned  only  half  as  often. 

@ As  far  as  software  is  concerned,  however,  many  users  examine  available 
software  packages  to  see  if  they  can  economically  perform  the  application 
in-house  by  acquiring  a comparable  package.  For  complex  software  with  a 
relatively  low  level  of  use  this  will  simply  not  be  worth  doing  in  many 
cases;  for  example,  a user  of  numerical  control  services  at  $20,000  per 
year  felt  it  was  not  worth  looking  at  converting  inside. 

0 Therefore,  the  two  factors  that  affect  the  extent  of  use  of  timesharin 
services  based  on  proprietary  software  are: 

- availability  of  a comparable  software  package 

- cost  of  acquisition  of,  and  conversion  to,  the  package  in  an 
internal  system. 

© Financial  modelling  and  planning  on  GE,  CSC  and  others  was  the  most 
frequently  mentioned  proprietary  software  dependent  service. 

© As  far  as  the  netx^rork  is  concerned,  this  was  mentioned  in  the  con- 
text of  using  GE  in  all  cases  except  one.  Additionally,  over  half  the 
respondents  giving  network  availability  as  a reason  wanted  access  to  an 
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NUMBER  OF  MENTIONS 


EXHIBIT  I I I- 16 


RESPONDENTS’  REASONS  FOR  CONTINUED  OUTSIDE  TIMESHARING  USE 


REASONS  FOR  OUTSIDE  USE 


& Data  bases  were  another  key  reason  for  outside  use.  Here  DRI  was 
particularily  mentioned,  and  to  a lesser  extent  IDG  and  CSC  with  its 
chemical  abstracts  data  base.  Here  there  were  no  indications  of  attempt 
to  convert  inside, 

© The  often  serious  struggle  betvjeen  users  and  the  DP  department  over 
conversion  is  reflected  by  some  of  the  answers  included  in  "conversion 
factors."  Several  DP  managers  responded  that  "Users  won’t  convert,"  or 
that  there  were  "Organizational  problems  associated  with  conversion." 

® Additionally,  however,  there  x^rere  a group  of  DP  managers  to  xijhom 
conversion  was  not  the  main  reason  for  establishing  the  function,  so 
that  the  emphasis  on  conversion  Xi/as  absent.  In  these  installations 
reasons  such  as  "Not  yet  converted,"  "Not  worth  converting"  were  preva- 
lent . 

© These  respondents  were  those  x%rho  established  internal  timesharing 
to  provide  expansion  of  internal  capability  and  to  control  future  time- 
sharing grox^th.  About  25%  of  the  respondents  fitted  this  category. 

@ The  "other"  reasons  mentioned  were: 

one  time  applications,  3 respondents 
features  not  available  in-house,  3 respondents 

- large  computation,  2 respondents 

- speed  of  implementation 

- knoxsrledgeable  vendor  staff 
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& Conspicuous  by  its  absence,  is  the  reason  of  "cost”  or  "economics." 
Not  one  respondent  stated  that  it  was  more  economical  to  use  outside  time- 
sharing for  anything.  The  nearest  any  respondent  came  was  to  allow  that 
certain  applications  were  "not  worth  converting." 

c.  Respondents*  Comparison  of  Internal  and  External  Costs 

@ Late  in  the  interview  program,  respondents  x^rere  asked  what  kind  of 
price  discount  would  have  to  have  been  made  by  the  vendor  in  order  to 
compete  with  the  in-house  system.  The  general  answer  X\?as  50%. 

^ A couple  of  respondents  volunteered  that  the  internal  timesharing 
costs  x^7ere  about  a tenth  or  a sixth  of  what  it  xwuld  cost  from  an  outside 
vendor.  However,  one  of  these  respondents  admitted  that  they  had  no 
price  schedule  and  that  when  one  \<ias  instituted,  they  xvould  be  at  about 
50%  of  GE ' s rates. 

0 Hox-zever,  discounts  in  themselves  v/ill  not  stop  the  establishment  of 
in-house  timesharing  functions.  As  one  respondent  put  it:  "We  xTOuld 

still  have  come  inside  because  of  other  benefits." 

d . Users'  Relationships  with  In-House  Timesharing 

© Once  an  in-house  timesharing  function  is  well-established,  the  use 
of  outside  timesharing  by  respondents  is  as  follows: 

20%  operate  in  a completely  decentralized  mode  and  users  make 
their  ovm  decisions;  these  respondents  don't  knox^7  xdiat  new  appli- 
cations are  being  performed. 
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- 10%  have  limits  under  which  users  can  go  outside,  either 
directly  or  through  DP;  these  limits  vary  from  $500  per  month  to 
$200,000  per  year. 

- 70%  have  some  form  of  centralized  management  or  control;  of 
these  more  than  half  have  let  out  contracts  to  the  outside  since 
establishing  their  internal  timesharing  functions;  the  types  of 
applications  and  the  reason  for  doing  them  outside  were  as  des- 
cribed above. 

o Of  the  70%  of  respondents  having  some  form  of  centralized  control, 
about  half  have  a review  and  advisory  capacity.  As  one  respondent  stated: 
"We  serve  in  an  advisory  capacity;  we  review  requests,  purchase  all 
terminals,  and  pay  all  the  T/S  bills;  about  95%  of  the  applications  are 
done  in-house." 

0 Again  there  is  considerable  evidence  of  a continuing  battle  between 
users  and  the  DP  department.  "User  departments  must  go  to  centralized 
groups  to  initiate  T/S  use — it  took  us  a lot  of  pain  to  get  this  imple- 
mented," stated  one  respondent. 

e As  far  as  approval  of  outside  purchases  is  concerned,  data  pro- 
cessing departments  are  responsible  in  90%  of  the  respondents  with 
centralized  control.  A small  number  must  go  to  "management,"  "the 
controller,"  "management  review  committee,"  or  a similar  level  for 
approval  of  outside  purchases,  especially  for  large  ones. 
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Participants  in  the  Move  to  In-House  Timesharing 


& As  shown  in  Exhibit  III-17,  the  DP  department  is  by  far  the  most 
important  factor  in  starting  the  move  towards  establishing  in-house 
timesharing  and  also  towards  conversion  of  outside  timesharing.  In  the 
latter  case,  however,  other  organizations  and  factors  come  into  play  more 
often. 

& Of  the  "other”  factors  mentioned,  a "Big  8"  accounting  company  and 
a third  party  leasing  company  were  identifed  as  starting  the  move. 

© In  three  cases  management  research  or  management  science  groups 
initiated  the  move  and  then  transferred  it  to  DP. 

0 In  only  two  cases  did  respondents  identify  the  move  as  initiating 
solely  from  financial  organizations. 

0 In  only  a third  of  respondents  did  hardware  vendors  make  a "pitch" 
for  conversion;  several  other  respondents  stated  that  it  was  purely 
internal  so  that  the  vendors  never  had  the  opportunity  to  do  so. 

& The  respondent  that  had  the  "Big  8"  accounting  firm  initiate  the 
move  stated  that  they  had  prepared  an  RFP  so  that  the  hardware  vendors 
did  not  have  a chance  to  "pitch"  conversion  but  did  prepare  a formal 
proposal.  Otherwise,  formal  proposals  vzere  obtained  from  hardware 
vendors  in  less  than  25%  of  the  cases. 

o For  those  respondents  who  received  formal  proposals  or  v;ho  "developed 
one  themselves,  the  resulting  performance  varied  considerably: 
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NUMBER  OF  MENTIONS 


EXHIBIT  III-17 


INITIATORS  OF  MOVE  TO  IN-HOUSE  TIMESHARING 


8IMPUT 


1 


- 43%  performance  was  better  than  expected 

- 21%  performance  the  same 

36%  performance  worse 

& All  the  "worse"  performers  were  IBM  installations  mainly  trying  to 

use  TSO.  Comments  included: 

- "It  has  not  met  expected  growth"  — 168  user 

- "Higher  cost,  lower  performance"  — 168  user 

"TSO  system  uses  greater  resources  than  expected"  — 168  user 
"Poor  service  of  TSO"  — 165  user 

- "TSO  limited  capability"  — 158  user 

© The  only  IBM-based  timesharing  function  where  the  performance  was 

better  than  expected  v;as  a dedicated  4 Meg  168-III  using  RAMIS  and 
TOTAL  as  well  as  other  non-IBM  software  under  VS. 

® Respondents  generally  felt  that  the  responsiveness  of  their  hard- 

ware vendor  to  their  needs  as  T/S  suppliers  was  as  follows: 

"Good"  — 16  respondents 

- "Medium"  — 9 respondents 

- "Poor"  — 4 respondents 

All  4 respondents  ranking  it  "poor"  were  IBM  S3"Stem/370  Model  168 
users  operating  in  a non-dedicated  mode. 

& However,  the  successful  IBM  users  with  dedicated  168s,  158s, 

or  145  ranked  the  IBM  support  received  as  "good"  and  sometimes  "very 
good:" 

® Almost  all  respondents  required  zero  or  minimal  support  from  the 


hardware  vendor  for  conversion. 
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f . Timesharing  Vendors'  Response  to  In-House  Timesharing  Development 

@ When  respondents  first  considered  this,  two-thirds  of  them  raised  the 
issue  with  their  timesharing  vendors.  Few  timesharing  vendors  were  sur- 
prised and  no  great  excitement  resulted. 

© Indeed,  the  timesharing  vendors’  reaction  was  generally  unconcerned; 
most  of  them  did  little  or  nothing.  Respondents  stated  they  were  "resigned," 
"not  concerned,"  "did  nothing,"  etc.  Indeed,  some  vendors  were  cooperative. 

0 Positive  actions  taken  by  timesharing  vendors  included: 
heavier  marketing 

- building  user  contacts  and  business 

- discounts  or  repricing 

© One  respondent  stated  there  were  two  kinds  of  reaction  by  their 
vendors : 

nothing,  it  was  ignored 

- ver^’’  cooperative,  but  each  wanted  to  be  its  sole  source  for 
remaining  T/S. 

® Only  less  than  half  responded  with  a counter  proposal.  One 
respondent  stated  that:  "GE  submitted  time/volume  discount  plan," 

"CSC  submitted  volume  discount"  and  "SBC  had  no  reaction." 

Other  respondents  indicated,  especially  where  there  is  decentralized 
T/S  control,  that  vendors  went  on  dealing  with  users.  As  one  respondent 
remarked:  "There  are  plenty  of  places  in  this  oil  company  where  they  can 

sell  their  services." 
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e There  is  no  doubt  that  outside  timesharing  vendors  aggravate  the 
emotional  issue  by  ignoring  or  denigrating  the  efforts  of  in-house  groups 
to  set  up  timesharing  functions.  The  vendors  forget  that  they  will  be 
victims  of  the  "Chinese  water  torture"  treatment  in  that  the  in-house 
DP  department  is  there  all  the  time  and  x^/ill  eventually  establish  a 
capability  if  it  applies  necessary  resources  to  it. 

g . Decision  and  Evaluation  Process  for  In-House  Timesharing 

o The  data  processing  department  and  its  management  are  the  key 
decision  points  for  the  establishment  of  in-house  timesharing  functions, 
as  shown  in  Exhibit  III-18.  They  are  relatively  less  important  in  the 
decision  to  convert  timesharing  inside,  since: 

internal  timesharing  in  an  organization  is  often  first  used 
by  the  DP  department  itself  for  program  development;  indeed  several 
respondents  identified  this  as  the  overriding  reason  that  they 
wanted  it. 

the  decision  to  convert  timesharing  involves  user  departments 
over  which  DP  has  no  jurisdiction. 

9 In  fact,  less  than  half  the  respondents  reported  that  the  data 
processing  department  made  the  decision  to  convert  timesharing  inside. 

@ Few  respondents  made  a full,  formal  study  prior  to  deciding  to  convert 
in-house,  as  shown  in  Exhibit  III-19.  Almost  half  the  respondents  only 
did  a limited  amount  of  study,  such  as:  "Estimated  costs,"  "Had  perfor- 

mance discussion  of  inside  versus  outside,"  and  "Made  a functional 
evaluation;  looked  at  hardware  problems." 
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EXHIBIT  III-18 


RESPONDENTS’  DECISION  MAKERS  ON  INTERNAL  TIMESHARING 


DECISION  MAKING  BODY 


INPUT 


w . 


A 


NUMBER  OF  RESPONDENTS 


EXHIBIT  III-19 


EXTENT  OF  RESPONDENTS'  EVALUATION  PROCESS 


LEVEL  OF  EVALUATION 


SI\IPUT 


9 One  factor  affecting  the  extent  of  the  evaluation  process  is  that 
many  IBM  users  installed  interactive  program  development  first  through 
TSO  or  other  means  and  then  attacked  timesharing  for  users. 

o Only  one  respondent  mentioned  benchmarking. 

0 Another  mentioned  that  their  in-house  timesharing  function  came 
about  through  the  purchase  of  a timesharing  company! 

9 As  shown  in  Exhibit  III-20,  the  DP  department  made  unilateral 
decisions  on  timesharing  in  almost  a third  of  respondents’  organizations. 
Only  six  organizations  involved  users  in  their  timesharing  evaluation 
process . 


& Apparently,  only  two  organizations  fully  involved  users,  planning 
and  DP  in  the  evaluation  process  together  with  financial  or  management 
representatives.  These  organizations  carried  out  detailed  studies. 


& 


The  extent  of  the  evaluation  process  and  the  involvement  in  it  was 


described  by  one  respondent  as  follows: 

Management:  "How  much  do  we  spend  for  outside  timesharing?" 

- Respondent:  "Between  $250,000  and  $500,000  per  year." 

Management:  "Can  it  be  done  inside?" 

Respondent:  "Yes." 


Management:  "Do  it  I 


t tf 


0 Management  involvement  in  the  evaluation  process  ran  the  gamut 

from  the  President  of  the  company  to  the  "Management  Services  Department." 
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NUMBER  OF  RESPONDENTS 


EXHIBIT  III-20 


FUNCTIONS  INVOLVED  IN  RESPONDENTS' 


TIMESHARING  EVALUATION  PROCESS 


FUNCTION  (27  RESPONDENTS) 


The  other  groups  involved  were: 


@ 

- financial  — 4 respondents 

- planning  — 2 respondents 
IBM 

- Colorado  School  of  Mines 

h.  Factors  Involved  in  Evaluation  Process 

© When  asked  to  rank  factors  that  were  important  in  evaluation,  almost 
a third  of  the  respondents  gave  "cost"  a perfect  score  of  10  in  their 
ranking.  Cost  and  control  were  thus  ranked  first  and  second  as  sho’tsm  in 
Exhibit  III-21. 

® Other  highly  ranked  factors  advanced  by  respondents  included: 

- "more  convenient  user  access  to  in-house  computers"  — rating  of 

- "response  time"  — rating  of  8 
"service  level"  — rating  of  10 

- "business  systems  data  base  access"  — rating  of  9 

o Few  respondents  used  any  weighting  scales  in  their  evaluation. 
"Payback"  and  "dollars  and  cents"  were  two  scales  suggested.  Another 
respondent  stated  they  had  a 1-10  rating  scale  on  factors  similar  to 
input’s  question  but  considerably  more  detailed. 

i . Consideration  of  Fixed  Price  Timesharing  Contracts 

® As  shown  in  Exhibit  III-22,  40%  of  respondents  would  have  considered, 
or  consider  now^ a fixed  price  T/S  contract  providing  the  equivalent  of 
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AVERAGE  RATING 


EXHIBIT  III-21 


RESPONDENTS’  RANKING  OF  FACTORS  CONSIDERED  IN  EVALUATION  PROCESS 
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EXHIBIT  III-22 


I 

l 


RESPONDENTS’  WILLINGNESS  TO  CONSIDER 
FIXED  PRICE  EQUIVALENT  SYSTEM  CONTRACTS 


"WOULD  YOU  HAVE  CONSIDERED,  OR  CONSIDER  NOW,  A FIXED  PRICE 
TIMESHARING  CONTRACT  ’PROVIDING  THE  EQUIVALENT’  OF  AN  IN- 
HOUSE  COMPUTER?" 


INPUT 


uquii 


an  in-house  computer. 


© Some  respondent  comments  on  this  key  issue  are: 

- "Yes,  we  have  this  under  study.  It  may  be  the  way  to  go.  We 
are  looking  at  an  FM  contract  with  IDC  for  a fixed  fee." 

- "Yes,  would  be  a possibility  in  those  cases  where  not  using 
in-house  data." 

- "Possibly — but  remote  because  we  would  still  have  the  hardware 
in-house.  However,  in  lieu  of  upgrades,  we  might." 

- "Yes,  possibly  attractive.  Software  capabilities  would  make 
this  attractive." 

"Have  asked  several  vendors  for  such  a bid,  as  an  interim 
solution:  GE,  Rapidata  and  others." 

"Would  not  consider  it  nov;.  Privacy  and  security  implications 
of  the  Banking  Act  precludes  outside  T/S  access  to  data  files." 

"We  have  had  offers  but  the  vendor  will  not  sign  a guaranteed 
performance  contract." 

"Yes,  then;  no,  nox-;!  EDS  proposed  it;  costs  were  too  high  and 
no  schedule  was  guaranteed." 

"No;  tried  fixed  price  structure  with  IDC." 

- "Not  nox<7;  x-70uld  have  then." 

@ No  respondent  would  consider  such  a contract  nox-7  when  they 
wouldn’t  before,  except  one  who  xvould  consider  it  for  expansion.  Once 
they  have  the  in-house  system,  respondents  who  V70uld  have  considered 
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it  previously,  now  will  not. 


0 In  about  50%  of  cases,  therefore,  organizations  would  consider  the 
alternative  of  an  "equivalent  system"  from  a timesharing  vendor. 

4.  COSTING  APPROACHES  AND  MECHANISMS 

a.  Distribution  of  Costs  of  In-House  Timesharing 

@ The  basic  costs  of  the  timesharing  function  are  distributed  as  shown 
in  Exhibit  III-23.  The  average  relative  cost  of  the  hardware  is  over  50% 
of  the  total  cost,  and  for  those  installations  where  the  function  is 
integrated  with  other  DP,  it  is  almost  two-thirds  of  the  cost  on  average. 

© "Other"  costs  covered  here  are  primarily  communications  and 
terminals,  but  include  software  in  some  cases. 

@ The  proportion  of  cost  of  hardware  varies  considerably  as  shoxro.  in 
Exhibit  III-24.  Several  respondents  with  integrated  timesharing  functions 
reported  that  hardware  was  90%  of  their  cost.  These  were  large  IBM 
shops  with  minimal  support  for  timesharing  users. 

0 On  the  other  hand,  tX\?o  respondents  each  with  a dedicated  System/370 
Model  168  and  a separate  timesharing  function  reported  hardware  costs  of 
only  30%,  people  costs  of  40%,  and  other  costs  at  30%.  For  the  level 
of  support  provided  and  the  extent  of  timesharing  use,  these  installations 


had  a reasonable  cost  distribution. 
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PERCENT  OF  COST 


EXHIBIT  III-23 


RESPONDENTS'  IN-HOUSE  TIMESHARING  COSTS 


INPU 


NUMBER  OF  RESPONDENTS 


EXHIBIT  III-24 


RESPONDENTS’  DISTRIBUTION  OF  IN-HOUSE  TIMESHARING  COSTS 
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0 - 33% 
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33%  - 66% 
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Other 
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People 


Hardware 


9 One  of  these  2 installations  includes  in  its  "other”  costs,  the 
contract  cost  for  on-site  facilities  management  of  its  timesharing 
function  by  NCSS.  INPUT  estimates  this  contract  as  worth  $400,000  per 
year  to  NCSS. 

0 The  relative  size  of  the  hardware  cost  is  consistent  with  respondents' 

estimation  that  they  were  operating  at  50%  of  outside  timesharing  costs  in 
general . 

b . , "Full"  vs.  "Incremental"  Costing 

0 Over  two-thirds  of  respondents  reported  that  they  used  full  costing 

in  setting  up  their  internal  timesharing  function.  However,  of  these,  only 
half  were  able  to  report  cost  breakdowns. 

0 In  examining  the  cost  breakdox-m,  those  respondents  xv^ith  full  costing 

show  significantly  higher  hardware  costs: 

- 10  respondents,  average  hardware  cost  64%  for  respondents 
x-7ith  full  costing 

- 10  respondents,  average  hardxs^are  cost  50%  for  respondents  x-7ith 
incremental  costing. 

0 Of  the  respondents  with  incremental  costing,  those  x^7ith  dedicated 

timesharing  systems  reported  slightly  higher  average  hardware  costs  than 
those  using  their  main  processors. 

o Of  the  respondents  providing  cost  breakdoxcnn,  only  tx>70  using  full 

costing  had  dedicated  timesharing  systems. 
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d From  the  results,  it  appears  that  the  costing  method  adopted  by 

an  organization: 

does  not  affect  the  perceived  difference  between  in-house  costs 
and  outside  timesharing  (about  50%) 

affects  the  proportion  of  the  cost  due  to  hardware  by  only 
15%  to  20%. 

9 Therefore,  it  is  unlikely  that  the  level  of  effort  spent  on  attempts 

to  get  users  to  adopt  full,  as  opposed  to  incremental,  costing  x^jill 
materially  affect  the  movement  of  timesharing  in-house. 

c . Pricing  of  In-House  Timesharing  Services 

o About  half  the  respondents  used  billing  systems  analogous  to  those 
of  remote  computing  services  vendors.  Of  the  others,  a third  did  not 
charge  the  users  at  all,  and  the  remainder  "distributed”  costs  on  some 
basis,  such  as  usage. 

o Exhibit  111-25  shows  some  of  the  variation  in  pricing  among  the 

respondents  for  their  timesharing  services.  Many  respondents  refused  to 
give  their  pricing  schedules;  "company  private"  or  similar  labels  were 
attached  to  them.  This  oversensitivity  to  pricing  reflects  an  insecurity 
in  this  area  among  many  respondents. 

o The  wide  variations  in  the  distribution  of  internal  costs  and  the 

charges  made  to  users  show  that  this  is  an  unsettled  area  for  most 
organizations.  Therefore,  each  situation  has  to  be  approached  uniquely 
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EXHIBIT  III-25 


RESPONDENTS’  CHARGES  FOR  INTERNAL  TIMESHARING  SERVICES 


INTV 

CHARGES 

NO. 

SYSTEM 

CPU/UNIT 

CONNECT  TIM.E 

STORAGE 

OTHER 

01 

370/168-1 

8.5c/ sec . 

02 

370/168-III 

$1, 875/hr. 

$10 /hr . 

$0 . 50/ track/ 
month 

(price  list 
provided) 

12 

Honeyx<?ell 

6060 

lie/ sec . 

$5. 50/hr. 

$3.75/240K/ 

month 

15 

370/168-III 

$4 . 50/min(? ) 

$8/hr . 

$1 . 00/ track/ 
month 

I/0=$3.60  per 
K memory=20c/ 
8K/min. 

41 

370/168-III 

(i)  84c/ sec . 

(ii)  21c/ sec . 

$9 /hr. 
$3. 50/hr. 

3c/ track/ day 
1 . 5c/track/ 
day 

(i) TSO 

(ii)  APL-price 
list  provided 

50 

370/158-III 

Flat  rate 
connect  hour- 
$45/hr . 

54 

DEC  10 

0 . 3c/sec • 

$2/hr . 

5c/1000/month 

Estimate 

56 

370/168 

$1, 300/hr. 

None 

None 

None 

58 

370/168 

$6/hr . 

Would  not 
reveal 

59 

370/168 

$400  per  sys- 
tem hour 

60 

XDS  Sigma  5 

12c/ unit 

$10/hr. 

lie  per  I/O 
access 

63 

370/155 

$300/hr. 

$13/hr. 

INPUT 


by  the  outside  vendors  from  a cost  competitive  viewpoint. 


o In  particular,  based  on  the  survey,  at  least  half  the  DP  departments 

will  not  charge  users  or  will  merely  "distribute  the  costs,"  so  that  it  is 
almost  impossible  for  an  outside  source  to  be  cost-competitive  in  these 
situations  from  the  end  users’  viewpoint. 

© Organizations  will  often  establish  timesharing  as  an  internal  DP 

function  to  do  program  development.  Subsequently,  other  users  are  pro- 
vided services,  replacing  outside  vendors.  This  is  done  on  a "cost 
sharing"  or  "no  cost"  basis;  finally,  the  DP  department  establishes  a 
price  schedule  and  starts  to  operate  as  a corporate  timesharing  service. 
Until  this  point,  the  outside  vendors  are  not  able  to  compete  on  a "cost" 
basis,  and  then  it  is  too  late! 
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5. 


CO^^PAilISON  OF  PLANNED  AND  ACTUAL  IN-HOUSE  TIMESHARING  SERVICES 


a.  Respondents  Evaluation  of  Their  Performance 

& Respondents  were  generally  pleased  with  the  performance  they  had 

achieved  with  their  internal  timesharing  function,  as  partially  shown  in 
Exhibit  III-26,  Of  those  respondents  included  in  the  "good"  rank,  several 
felt  their  performance  was  "excellent,"  "very  good"  or  "highly  efficient." 

® In  spite  of  this  positive  qualitative  assessment,  few  respondents 

considered  their  services  better  than  those  from  outside  vendors.  At  best, 
they  felt  they  were  equal.  The  response  time  is  the  major’ problem  area, 
especially  using  TSO. 

o However,  several  comments  were  made  such  as: 

- "marginally  acceptable  but  50%  of  the  cost  of  outside" 

"less  responsive  but  more  cost  effective." 

Q All  9 respondents  identifying  cost  in  performance,  felt  in-house 
was  cost  effective;  3 mentioned  costs  were  50%  of  outside. 

o None  mentioned  costs  being  higher  than  expected;  one  stated  they 

were  lower . 

@ From  the  responses,  it  appears  such  installations  are  likely  to  be 

more  successful  than  planned:  3 respondents  identified  they  were  over- 

loaded or  saturated,  and  one  respondent  identified  their  system  as  now 


being  obsolete. 
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NUMBER  OF  RESPONDENTS 


EXHIBIT  III-26 


RESPONDENTS'  EVALUATION  OF  THEIR  IN-HOUSE  TIMESHARING  PERFORMANCE 
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b. 


Comparison  of  External  and  Internal  Costs 


8 Further  analysis  of  the  total  costs  of  internal  timesharing  after 

conversion  and  the  level  beforehand  showed  that  the  decrease  in  cost  was 
not  as  large  as  respondents  had  previously  stated.  In  fact,  it  w^ent  up  in 
about  30%  of  the  cases  while  decreasing  in  60%;  the  remainder  felt  there 
was  no  difference. 

o However,  there  are  two;,  other,  related  considerations: 

- respondents  stated  that  more  work  was  being  done  than  had  been 
done  outside;  for  example,  "total  costs  are  the  same,  but  we  are 
doing  four  times  as  much  work"  v/as  a typical  response. 

- respondents  were  comparing  costs  now  with  outside  costs  as  much 
as  8 years  ago,  when  conversion  had  been  accomplished. 

© Nevertheless,  of  24  respondents  giving  "before"  and  "after"  cost 

figures,  only  6 felt  their  total  costs  were  less  than  50%  of  the  previous 
outside  costs. 

© Several  respondents  stated  it  was  impossible  to  compare  costs  or 

that  comparative  costs  were  not  available,  one  reason  being  that  accounting 
systems  didn’t  handle  it. 

Q In  further  comparing  costs,  3.7  respondents  reported  that  their  in- 

house  costs  were  42%  less  than  the  equivalent  outside  timesharing  costs, 
on  average. 
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From  this  analysis,  it  appears  that: 


- cost  comparisons  of  in-house  versus  outside  timesharing  rapidly 
lose  significance  after  conversion  because  of  changes  in  the  work 
mix  and  increase  in  the  work  load 

respondents  are  consistent  in  their  estimates  of  a 40%  to  50% 
difference  in  in-house  costs  compared  to  external  timesharing 

- some  of  the  cost  comparisons  made  are  wildly  inaccurate;  for 
example,  one  respondent  with  two  dedicated  DEC  10s  stated  that 
equivalent  services  would  cost  $20  million  per  year  on  the  outside 
when  it  would  more  probably  be  $2  million  to  $3  million. 

& Only  5 respondents  could  give  comparisons  of  planned  and  actual 

conversion  costs.  Of  these,  3 had  experienced  costs  at  least  doubling. 

0 The  17  respondents  estimating  actual  conversion  costs  can  be  divided 

into  two  groups: 

- those  with  a conversion  cost  of  about  $50,000,  about  10 
respondents  converting  $100,000  to  $500,000  per  year  of  timesharing 

those  with  a conversion  cost  of  about  $200,000,  7 respondents 
typically  converting  $1  million  to  $2  million  per  year  of  timesharing. 

© Conversion  costs  are  not  a major  factor  in  planned  or  actual  cost 

analyses,  as  shown  by  the  large  numbers  of  "don’t  know"  responses.  Further- 
more, at  "savings"  levels  of  50%  the  conversion  cost  payback  appears  to 
be  a few  months  in  most  cases. 
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c . Impacts,  Advantages,  and  Disadvantages  of  Timesharing  Conversion 

& As  sho\im  in  Exhibit  III-27,  by  far  the  majority  of  respondents  felt 
that  conversion  had  a positive  effect  on  management.  The  responses  reflect: 
increased  demand 

- increased  management  sensitivity  to  timesharing  and  its 
capabilities 

- closer  user  involvement  with  data  processing 

increased  integration  of  timesharing  with  regular  processing 

- increased  cost  sensitivity  for  internal  and  external  data 
processing . 

© INPUT  considers  these  are  fundamental  trends  which  V7ill  continue. 

The  user  involvement  and  cost  sensitivity  of  management  will  cause  problems 
for  the  DP  departments. 

& Again  cost  reduction  shows  up  as  the  m.ain  advantage  according  to  the 

respondents,  as  shoxmi  in  Exhibit  III-28,  with  control  firmly  in  second 
place.  There  are,  then,  a whole  variety  of  advantages,  many  of  which 
relate  to  interfaces  with  other  in-house  operations  and  features  such  as 
applications  software. 

0 Few  respondents  felt  that  their  in-house  function  had  no  disadvantages 

compared  with  outside  vendors-  These  disadvantages  can  be  put  into  two 
main  groups: 

they  can’t  match  the  resources  and  products  offered  by  outside 
vendors . 
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EXHIBIT  III-27 


RESPONDENTS'  ESTIMATION  OF  MANAGEMENT  IMPACTS  BECAUSE  OF  CONVERSION 


No  (minimal)  impact  - 8 respondents 

Management  realizes  importance  of  T/S  - 3 respondents  . 

Regard  T/S  as  critical  department 

More  automation 

More  data  wanted  more  often 

Management  use  of  T/S  for  planning  and  research 

Over- time,  T/S  used  more  at  all  levels 

Substantial  impact;  more  timely  use  of  critical  data 

Able  to  lead  marketplace 

Can  quickly  have  information  about  alternative  courses  of  action 

Management  more  satisfied 

Improved  control  of  accounts  receivable 

Pressure  to  convert  batch  to  timesharing 
User  closer  to  computer  department 
Must  be  more  responsive  to  user's  needs 
Gives  better  control  to  users 

Much  more  willing  to  control  costs 
Reduced  cost  by  $600,000  over  2 years 

Hassle  over  costs 

Comparison  of  in-house  and  outside  costs 

More  delicate  reliability  and  expandibility  problems 

Coordination  problems 
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EXHIBIT  III-28 


ADVANTAGES  AND  DISADVANTAGES  EXPERIENCED  OVER  OUTSIDE  TIMESHARING 


ADVANTAGES 

DISADVANTAGES 

Costs  less,  25  respondents 

None  - 5 respondents 

Control,  11  respondents 

Can't  provide  resources  offered  by 
outside  vendor  - 3 respondents 

Efficiency  of  programming  main- 

Outside  has  more  packages  and  system 

tained  and  monitored 

improvements  to  offer 

Visibility  of  costs 

some  applications  better  off  on 

Select  vendor  and  system 

outside  timesharing 

Control  of  excessive  use 

Vendors  more  able  to  support  users 

Control  of  data  files 

Outside  vendor  can  do  more  hand- 

Satisfy  more  user  requirements 

holding 

Access  to  in-house  packages 

Outside  vendors  have  better  pro- 

Ability  of  knoxi7ing  what's  going  on 

ducts  and  systems 

Standardization  becoming  possible 

More  support  by  outside  vendors 

Same  languages 
Education 

of  applications  packages 

Flexibility 

Dov-m  4 hours  a night 

Security 

Response  time  2 times  GE's 

More  users,  better  attitude 

Lost  capability 

More  businesslike  manner 

Too  costly 

More  reliability 

Runs  up  costs 

Compatibility 

Unable  to  provide  some  services 

Can  respond  faster  than  outside 

Not  as  smooth  in  handling  users 

Program  development  easier 

Availability  of  time  and  schedule 

Enhances  experimentation 

Performance  problems 

Accessibility 

Not  able  to  provide  consistent 

Quick  turnaround 

response 

Better  use  of  internal  data 

Relatively  poor  service 

Better  shipment  accountability 

Users  need  a lot  of  handholding 
User  dissention  when  system  down 

Can  expand  at  lower  cost 

Need  to  become  like  outside  to  users 
Lack  of  volume  on  in-house  tim^e- 
sharing 

Danger  that  monopoly  will  cause  time- 
sharing to  be  less  responsive  to 
user  needs 

Hard  to  keep  multiple  users  happy 
Harder  to  innovate,  to  try  now  appli- 
cations 

Fairly  high  overhead 
Department  billing  a problem 
In-house  shop  complacent  in  its  atti- 
tude toward  users'  turnaround  and 
response  time  . 

Bigger  machine  room;  hassle  fromusers 
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- inability  to  provide  the  level  of  service  obtainable  from 
outside  vendors:  availability,  reliability,  response  time,  and 
particularly,  support  problems  x^7ere  mentioned, 

o Hoxi/ever,  in  their  evaluation  of  user  preference,  respondents  gave 

self-serving  answers,* 

50%  stated  users  preferred  internal 

- 35%  stated  users  felt  there  was  no  difference 
15%  stated  users  preferred  external. 

Again,  however,  several  respondents  mentioned  that  users  preferred 
the  outside  services  and  internal  costs. 

d . Overall  Differences  BetX'zeen  Planned  and  Actual  In-House 
Perf  orm.ance 

© As  shewn  in  Exhibit  III-29,  the  most  significant  difference  res- 
pondents have  found  between  the  planned  and  actual  operation  of  their  in- 
house  timesharing  function  has  been  the  increase  in  its  expected  level  of 
use . 

o Over  25%  of  respondents  admitted  that  they  had  performance  problems, 
which  required  more  resources  to  be  made  available  in  some  cases. 

© On  the  other  hand,  several  respondents  were  very  happy  Xijith  their 
performance.  There  was  some  indication  that  those  with  dedicated,  tailored 
systems  did  better  than  those  using  their  systems  for  standard  processing 
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EXHIBIT  III-29 


RESPONDENTS'  EVALUATION  OF  DIFFERENCES  BETOEEN 
PLANNED  AND  ACTUAL  IN-HOUSE  TIMESHARING  OPERATION 


None  - 7 respondents 

Timesharing  use  grown  faster  - II  respondents 
Timesharing  use  gro^nr  slower  - 2 respondents 
Takes  more  core 

More  resources  required  - 2 respondents 

Response  tim.e  worse  - 2 respondents 

Can’t  have  as  many  users  without  degradation 

Service  a problem 

CDC  software  not  as  effective 

Needed  to  establish  better  accountability  of  timesharing  costs 
Hardware  costly  - bigger  than  thought  it  would  be 
Tim.esharing  costs  lower  - PDP  1150 

Very  pleased  - 370/168 

Far  more  successful  than  expected  - dedicated  370/145  with  RAIIIS 
Performed  better  than  expected  - PDP  1150 

Availability  better  than  expected  - dedicated  370/168  with  RAMIS 
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e . Timesharing  Use  Before  and  After  Conversion 

o In  all  phases  of  use,  there  has  been  a significant  increase  in  use 
as  shox'm  in  Exhibit  III-30,  The  increases  in  numbers  of  terminals, 
simultaneous  users,  and  overall  users  more  than  justify  the  increased 
levels  of  use  previously  reported  in  terms  of  equivalent  outside  cost. 

@ Terminal  use  changed  in  type  as  well  as  numbers,  as  shown  by  Exhibit 
III-31.  The  most  significant  moves  are: 
to  CRTs 

- to  intelligent  terminals 

- use  of  remote  batch  terminals  in  some  cases 

© IBM  has  not  appreciably  increased  its  penetration  in  terms  of 
number  of  users,  but  the  number  of  terminals  involved  has,  of  course, 
substantially  increased. 

@ The  DECWRITER  is  obviously  the  most  successful  "new”  terminal  as 
the  teletypewriters  are  replaced. 

0 The  most  significant  shifts  in  terms  of  line  speeds  are,  as  shox^;n 
in  Exhibit  III-32: 

“ transfer  from  150  bps  to  300  bps 

grov7th  of  high  speed  use,  for  CRTs  and,  to  a lesser  extent, 

remote  batch. 

0 Of  the  high  speed  use,  5 users  were  at  4800  bps  , 2 at  9600,  and 

1 at  50  Kb. 
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EXHIBIT  III-30 


USER  CHARACTERISTICS  BEFORE  AND  AFTER  TIMESHARING  CONVERSION 


BEFORE 

AFTER 

CHARACTERISTIC 

AVERAGE 

NUMBER  OF 
RESPONDENTS 

AVERAGE 

NUMBER  OF 
RESPONDENTS 

NUMBER  OF  USERS  OVERALL: 

AIL  Respondents 

307 

23 

788 

23 

Respondents  Giving  Both 
"Before"  and  "After" 
Figures 

187 

20 

517 

20 

NUMBER  OF  SIMULTANEOUS 
USERS: 

Maximum 

31 

19 

57 

29 

Average 

14 

16 

37 

25 

NUMBER  OF  TERMINALS: 

61 

21 

187 

32 
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EXHIBIT  III-3I 


TERMINALS  USED  BEFORE  AND  AFTER  TIMESHARING  CONVERSION 


TYPE 

//  RESPONDENTS 
USING  BEFORE 

//  RESPONDENTS 
USING  AFTER 

IBM  1050 

1 

0 

2701 

1 

0 

2740 

1 

0 

2741 

5 

1 

2780 

0 

1 

3260 

0 

1 

3270 

0 

5 

3277 

0 

1 

3767 

0 

1 

"TELETYPE" 

17 

5 

GE  TERMINET  300 

6 

4 

DECWRITER 

0 

7 

DEC 

0 

1 

DEC  500 

1 

0 

PDP  11 

0 

1 

AJ 

1 

1 

DATA  100 

0 

1 

DATAPOINT 

1 

3 

DATASPEED  40 

0 

1 

DIABLO 

0 

CSI 

1 

1 

HP 

0 

1 

HAZELTINE 

1 

2 

JACKSON 

0 

1 1 

TEKTRONIX 

0 

2 

TI 

0 

4 

"CRT’s" 

0 

6 

"HARD  COPY" 

0 

7 

"RJE" 

0 

2 

Total  Number  of  Respondents  Before  - 23 
Total  Number  of  Respondents  After  = 32 
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EXHIBIT  I I I- 3 2 


COMPARISON  OF  LINE  SPEEDS  USED  BEFORE  AND  AFTER  CONVERSION 


30— 


20 


10- 


□ BEFORE 


AFTER 


16 


0-150  151-1200 

LINE  SPEEDS  (bps) 


13 


o o \ 
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> 1200 


Number  of  respondents  before  - 24 
Number  of  respondents  after  - 31 


0 Some  of  this  shift  in  line  speeds  used  can  be  attributed  to  the 
length  of  time  since  conversion;  terminals  and  networks  have  changed 
considerably  in  the  time  since  some  of  the  respondents  first  went  inside. 

© For  "access  points"  it  appears  that  the  number  has  effectively  doubled 
since  conversion,  in  the  average  case  from  just  under  10  to  just  under  19. 
Thus  networks  would  appear  to  be  important  to  these  organizations.  Hox-7- 
ever,  users  regarded  separate  departments  as  access  points  and  many  appli- 
cations are  only  used  from  one  particular  location. 

® Very  few  respondents  could,  or  would,  give  measures  of  the  jobs 

processed  before  and  after  conversion.  Respondents  measured  use  in  ter- 
minal sessions  per  day,  week,  or  month.  The  number  of  reported  sessions 
varied  from  250  per  day  to  1200  per  day  X'7ith  an  average  of  about  400. 

© The  main  changes  in  language  use  are  as  shovTU  in  Exhibit  III-33 : 

- conversion  from  BASIC  to  FORTRAN 
increased  use  of  COBOL  and  PL/1 

© The  extent  of  use  of  PL/1  in  this  context  is  not  so  surprising 

because  it  is  better  adapted  to  interactive  business  processing  than 
COBOL. 

& As  far  as  special  softX'/are  is  concerned,  perhaps  a third  of  the 

respondents  stated  they  used  some  form  of  proprietary  softx^are  for  the 
work  they  converted  in-house. 

several  respondents  were  using  the  vendor's  data  base 
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EXHIBIT  III-33 


LANGUAGES  USED  BEFORE  AND  AFTER  CONVERSION 


LANGUAGE 

BEFORE 

AFTER 

BASIC 

17 

i 

13  i 

FORTRAN 

21. 

30 

APL 

1 

2 1 

1 

COBOL 

4 

1 

20 

PL  1 

1 

14 

ALC/BAL 

- 

2 

PLS 

- 

3 

AUTOCODE 

- 

1 

FDL  II 

- 

1 

Before  - 25  respondents 
After  - 35  respondents 


management  system 


- statistical  packages  were  mentioned  several  times 

other  comments  included  "usual  software"  and  "all  types." 

@ Once  converted,  the  special  software  used  was  normally  a language  or 

data  base  management  system: 

5 respondents  mentioned  IMS 
3 respondents  mentioned  RAMIS 

- GPSS,  APL  and  TOTAL  were  also  mentioned. 

@ Several  respondents  commented  that  they  had  also  implemented  RJE  or 

remote  batch  facilities,  usually  using  TSO.  Another  mentioned  the  estab- 
lishment of  their  own  communications  network  since  they  have  set  up  their 
timesharing  function.  The  only  other  change  mentioned  of  significance  was 
in  the  support  area: 

"In-house  support  is  something  of  a monster;  \-7e  did  not  realize 
the  amount  of  support  and  resources  that  would  be  required." 

& In  examining  the  specific  applications  and  users  which  were  converted 

and  the  mode  of  operation  after  conversion,  only  those  respondents  with  a 
limited  conversion  activity  were  able  to  respond.  Over  a third  of  them 
simply  stated  that  there  were  too  many  to  catalog;  one  respondent  commented, 
"We  have  15  departments,  500  to  700  users,  and  an  unknoxm  number  of 
applications . " 

© Of  the  20  respondents  that  did  provide  data,  only  one  had  converted 

all  the  external  timesharing  to  other  modes,  in  this  case  internal  batch 
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processing.  However,  there  was  a significant  move  to  remote  batch;  the 
modes  of  processing  of  applications  converted  in-house  were: 

- 25  continued  on  timesharing 

- 6 are  operated  in  timesharing/remote  batch  combined 
3 are  completely  in  remote  batch 

- 3 are  completely  batch. 

© Thus  almost  a third  of  the  applications  mentioned  had  their  mode  of 

operation  changed  when  they  were  converted  in-house. 

© The  type  of  application  converted  ran  the  gamut  of  standard  time- 

sharing applications;  for  many  of  the  respondents  it  was  "all  of  them.” 

© Two-thirds  of  the  respondents  stated  that  they  had  integrated  non- 

timesharing applications  with  timesharing,  and  several  of  the  rem.ainder 
planned  to  do  so. 

© Combining  this  with  the  small,  but  significant,  movement  to  inte- 

grated remote  batch/timesharing  operation  of  converted  applications  noted 
above,  shows  that  in-house  departments  will  have  timesharing  functions 
that  work  with  their  standard  business  applications  and  other  modes; 
timesharing  will  not  be  separated  as  it  is  now.  This  is  the  most 
difficult  problem  for  timesharing  vendors  to  overcome  since  the  in-house 
departments  have  the  data  files  and  can  effectively  "lock-out”  the  outside 
vendors . 

o File  switching  and  file  sharing  through  the  use  of  mini-controlled 

disk  and  other  storage  systems  will  facilitate  this  development. 
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B.  END  USERS  OF  TIMESHARING 

1.  CHARACTERISTICS  OF  CONVERSION 

© Of  the  28  end  users  interviewed,  several  X'/ere  in  the  process  of 

converting  and  one  v;as  converting  back  from  in-house  to  outside.  These 
users  XA/ere  almost  all  references  from  the  DP  department. 

© As  shoxvrn  in  Exhibit  III-34 , the  major  years  of  conversion  for  the 
users  responding  to  the  survey  XA/ere  1975  and  1976  in  terms  of  dollar 
amounts,  with  1975  being  the  most  frequently  mentioned  year.  For  over  half 
the  respondents  the  conversion  activity  is  recent. 

Q The  vendors  mentioned  in  conversion  and  those  XA?ith  x-;hom  business 

is  still  conducted  are  dominated  by  GE,  as  shox-;n  in  Exhibit  III-35  . Of 
those  continuing  to  be  used  half  Xa/III  be  converted  in-house,  and  the  other 
half,  usually  the  data  base  suppliers,  x-7ill  continue  to  be  used  outside. 

o Those  18  users  xTno  x<7ere  prepared  to  estimate,  reported  that  their 

work  has  effectively  doubled  since  converting  in-house: 

- pre  conversion  level  $1.5  million  per  year,  in  total 
post  conversion  level  $3.1  million  per  year,  in  total 

© Since  DP  managers  reported  an  effective  trebling  of  use  of  time- 

sharing, the  difference  must  come  from  two  sources: 
overestimates  by  DP  managers 
nex-;  users  of  internal  timesharing 
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EXHIBIT  III-34 

AMOUNT  OF  USERS’  CONVERSION  OF  TIMESHARING  IN-HOUSE  BY  YEAR  (CUMULATIVE) 


1971  1971  1972  1973  1974  1975  1976  1977 


No,  of  Respondents  22141932  (in  progress) 
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EXHIBIT  III-35 


TIMESHARING  VENDORS  INVOLVED  IN  USERS’ 


CONVERSION 


GE  'TYMSHARE  SBC  NCSS  IDG  OTHER 


VENDOR 


INPUT  considers  the  latter  reason  to  be  overriding  and  consistent 
with  what  the  managers  themselves  reported  in  terms  of  user  demand, 

0 Cost  again  was  important  to  users,  as  shown  in  Exhibit  III-36  ; over 

half  the  respondents  identified  it  as  a factor  for  them,  not  just  for  DP, 
Those  that  reported  showed  savings  to  them  of  over  50%,  on  average. 

@ Again,  a significant  number  of  users  want  compatibility  with  in- 

house  systems  and  files.  These  felt  that  the  in-house  function  would  not 
merely  be  cheaper  but  X'jould  also  offer  them  greater  capability  and  flexi- 
bility in  their  applications, 

2.  COMPARISONS  OF  TIMESHARING  USE  BEFORE  AND  AFTER  CONVERSION 
a . Cost  Comparisons 

& The  actual  reduction  in  costs  to  users  is  substantiated  by: 

11  respondents  reported  costs  down 
2 respondents  reported  costs  same 
5 respondents  reported  costs  increased 

© All  those  respondents  reporting  increased  or  the  same  costs  reported 

substantial  increases  in  use,  X\7hich  more  than  offset  cost  differences. 

@ The  average  cost  reduction  reported  was  48%.  However,  this  \N?as 

made  up  of  two  fairly  distinct  groups: 

respondents  reporting  20%  or  30%  savings 
respondents  reporting  60%,  70%,  or  80%  savings 
There  appeared  to  be  no  basic  reason  that  could  be  determined  for 
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EXHIBIT  III-36 


USER  RESPONDENTS'  REASONS  FOR  CONVERSION 


9 In-house  costs  25%  of  outside 

© In-house  much  cheaper 

0 Reduce  costs  - They  are  half  of  what  they  used  to  be 
® Projected  savings 

© Will  save  3/4  of  outside  cost 

© Cost 

© Cost-running  at  1/4  to  1/5  of  outside 
0 Save  money 

© Reduce  costs  by  50% 

© Save  people  costs  (?) 

© Defray  cost  of  new  computer 

© Compatibility  with  in-house  batch 

© Comm.on  data  base 

Q GE  could  not  move  fast  enough  to  link  files 

© No  in-house  previously  available 

0 Got  computer 

9 Greater  capability 

o Recognized  potential  timesharing  growth 

© Program  development  needed 

© Needed  better  payroll  package 
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the  constituency  of  the  two  groups.  Whether  the  system  was  IBM  or  not, 
dedicated  or  integrated,  seemed  to  make  little  difference. 

b . Respondents  * Pref erenc e 

© As  far  as  preference  goes,  24  users  responded  as  follo^-7s: 

58%  preferred  in-house 
25%  preferred  outside 

- 17%  felt  there  was  no  difference 

© Hov;ever,  several  of  those  preferring  in-house,  felt  that  the  outside 

level  of  service  was  better  but  costs  were  the  deciding  factor: 

"service  not  quite  as  good  as  outside,  but  it  can  be  lived  with" 

- "need  a better  level  of  service  from  inside" 

© Also,  several  of  those  preferring  outside  made  comments  such  as: 

"too  costly" 

- "except  for  costs" 

o Certainly,  these  users  gave  little  support  to  the  hypothesis  that 

in-house  timesharing  is  only  installed  for  the  benefit  of  data  processing 
departments.  As  response  time  and  reliability  of  in-house  systems  improve, 
even  those  nov7  preferring  outside  because  of  poor  performance  in  these 
areas  will  switch. 

© As  sho\m  in  Exhibit  III-37 , user  respondents  ranked  response  time, 

availability,  and  reliability  higher  on  the  outside  than  in-house.  How- 
ever they  surprisingly  ranked  support  better  from  in-house  than  outside 
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EXHIBIT  III-37 


USER  RESPONDENTS'  RANKING  OF  TIMESHARING 
CHARACTERISTICS  BEFORE  AND  AFTER  CONVERSION 


CHARACTERISTIC 

AVER/vGE 

RANK  * 

NUMBER  OF 

RESPONDENTS  PREFERRING 

BEFORE 

AFTER 

BEFORE 

iVFTER 

EQUAL 

RESPONSE  TIME 

8.0 

6.9 

11 

3 

8 

HOURS  OF  AVAILABILITY: 

Scheduled 

8.9 

00 

U) 

8 

3 

7 

Actual 

8.8 

8.1 

6 

3 

7 

RELIABILITY 

00 

Ln 

« 

CO 

10 

4 

8 

FEATURES 

7.6 

8.2 

5 

6 

5 

EXPANSION  C7IPABILITY 

7.2 

7.8 

3 

8 

2 

SUPPORT: 

Technical 

7.5 

8.3 

6 

9 

2 

Business 

7.8 

8.5 

4 

5 

4 

*on  a scale;  1 = terrible,  10  = excellent 
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and  preferred  the  features  and  expansion  capability  of  the  in-house 
function. 

© The  importance  of  the  above  rankings  is  that  response  time  and 

reliability  should  improve  in-house,  as  long  as  their  systems  don’t  get 
saturated,  so  that  in-house  will  catch  up  with  outside  vendors,  who  have 
very  little  margin  to  improve  in  these  areas.  At  the  same  time,  the 
features  and  expansion  capability  will  tend  to  increase  in-house,  perhaps 
enlarging  the  gap  between  in-house  and  outside  vendors. 

c . Characteristics  of  the  Service 

© Exhibit  III-38  shows  that  the  number  of  overall  users  has  increased 

by  60%  or  more  on  the  average  since  conversion.  The  expansion  of  the  use 
of  the  service  is  further  demonstrated  by  the  doubling  of  the  maximum 
and  average  number  of  simultaneous  users. 

® The  numbers  of  terminals  have  not  increased  in  the  same  propoi"tion 

showing,  perhaps,  an  underutilization  of  terminals  with  outside  time- 
sharing. This  would  be  consistent  Xv/'ith  the  consolidation  that  often 
accompanies  conversion. 

- average  number  of  terminals  used  before  conversion  is  8 
average  number  of  termcinals  used  after  conversion  is  11 

© Changes  in  terminal  use  parallel  those  reported  by  DP  managers: 

- "teletypes”  decreased  from  9 users  to  4 
DECWRITERS  increased  from  1 user  to  5 
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EXHIBIT  III-38 


USE  OF  TIMESHARING  BEFORE  AND  AFTER  CONVERSION 


INPUT 


V I I 


TI  increased  from  1 user  to  4 


CRTs  increased 

intelligent  terminals  increased 

© Line  speed  changes  parallel  responses  from  DP  managers  and  also 

the  terminal  changes: 

150  bps  decreased  from  7 users  to  0 
300  bps  increased  from  9 users  to  18 

- higher  speeds,  up  to  4800  bps,  increased  from  0 users  to  3, 

© Again  PL/l,  COBOL,  and  FORTRAN  V7ere  used  more  frequently  after 

conversion : 

- FORTRAN  users  increased  from  12  to  17  users 
BASIC  decreased  from  11  to  8 users 

- COBOL  increased  from  1 to  5 users 

- PL/l  increased  from  0 to  7 users  (over  25%  of  respondents) 
several  other  languages,  such  as  SNOBOL,  X-4,  FISCAL,  PLS 

and  UNIAPT  were  used  after  conversion. 

© Unlike  DP  managers,  most  users  were  able  to  give  an  estimiate  of 

their  current  workload  in  terms  of  jobs  processed  per  day;  many  of  them 
also  gave  pre-conversion  workloads.  The  average  increase  in  jobs  run 
per  day  v;as  300%  with  several  users  running  6 times  as  many  jobs  per 
day  as  before. 

© Few  users  identified  special  software  used  before  or  after  con- 

version. ”GE  packages,"  FMS,  EXPORT,  and  "Vendor  Data  Base  Access" 
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packages  were  identified  as  special  software  used  before;  IMS,  EASY^^ITE, 
SIMPLAN,  RAMIS,  FORESIGHT  and  UNIAPT  were  mentioned  as  being  used  after 
conversion . 

© Other  changes  noted  included: 

- the  use  of  Economic  Research  Associates ’ and  Urban  Decisions ’ 
data  bases 

- control  of  programmers  as  they  build  a nationwide  IMS  application 

- getting  GDC  6600  debugging  system. 

Q The  bulk  of  applications  converted  were  still  performed  on  time- 

sharing as  shovm  below: 

16  applications  converted  to  internal  timesharing 

8 applications  converted  to  internal  timesharing  and  remote  batch 

- 4 applications  converted  to  internal  remote  batch  only 

© The  users  reported  a wide  range  of  applications  being  converted: 

- 7 respondents  converted  planning  or  forecasting  applications 

- 5 respondents,  including  3 Federal  Government  respondents, 
converted  engineering  or  technical  applications 

7 respondents  reported  converting  financial  or  accounting 
applications 

© Two-thirds  of  the  23  responding  users  reported  that  they  had  inte- 

grated non-timesharing  applications  with  timesharing.  This  is  another 
indication  of  the  "growing  together"  of  standard  business  applications 
and  timesharing. 
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FINANCIAL  OFFICERS 


I.  SUMMARY  OF  FINDINGS 

0 We  were  able  to  interview  only  11  financial  officers  or  about  25% 

of  the  interview  sample.  Our  greatest  difficulty  was  in  locating  financial 
officers  for  whom  the  interview  was  at  all  applicable. 

@ For  the  large  companies  interviewed  the  financial  officer  is  not 
directly  involved  in  the  decision  to  shift  to  in-house  T/S.  The  decision  to 
go  in-house  centers  in  the  data  or  information  processing  division. 

0 The  financial  officer  was  involved  in  the  consideration  of  the 

size  and  growth  of  T/S  costs  as  an  area  for  potential  cost  savings. 

This  frequently  came  about  as  a result  of  ways  to  cut  costs  in  the 
recent  economic  recession. 

© The  decision  to  go  internal  was  more  frequently  based  on  "incremental 

cost"  consideration  with  respect  to  existing  equipment  or  in  consideration 
of  large  scale  batch  equipment  replacement,  e.g.  bringing  up  the  IBM  TSO 
option  for  program  development. 

& The  results  of  the  financial  officer  interviews  were  consistent 

with  the  information  and  findings  obtained  from  the  Data  Processing  Manager 
interviews . 

& Cost,  as  expected  ,x>7as  by  far  the  most  important  factor  to  financial 

officers  in  reviewing  the  decision  to  go  in-house. 
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2. 


ANALYSIS  OF  SURVEY  RESPONSES 


o The  data  or  information  processing  division  in  most  instances 

started  the  move  to  convert  to  in-house  T/S, frequently  to  support  pro- 
gramming development. 

@ The  financial  department,  by  and  large,  did  not  play  a direct  role 

in  the  decision  making. 

© The  evaluation  was  primarily  carried  out  within  D.P.  with  occasional 

input  or  coordination  from  the  financial  executive. 

® The  final  decision  v;as  usually  made  within  D.P.  with  management 

"rubber  stamping"  the  decision. 

© Cost  was  by  far  and  above  the  major  factor  in  the  evaluation  process. 

o By  and  large,  no  weighting  scales  were  used. 

© No  significant  data  V7as  obtained  X'7ith  respect  to  planned  vs.  actual 

savings . 

0 "Incremental"  costing  was  m.ore  frequently  used  in  cost  determination. 

This  appeared  primarily  due  to  the  fact  that  most  internal  systems  were 
IBM  and  the  TSO  option  was  initially  implemented  for  program  development. 

0 No  significant  data  was  obtained  with  respect  to  elements  used  in 

cost  determination. 

o Actual  cost  estimation  was  accomplished  primarily  with  D.P. 
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® Most  respondents  referred  the  interviewer  to  D.P.  for  information 
about  measurement  of  actual  internal  T/S  costs. 

0 Most  respondents  referred  the  interviewer  to  D.P.  for  information 

about  charging  T/S  users. 

© Most  respondents  felt  total  T/S  costs  were  less  now  that  they  have 

an  in-house  T/S  system,  but  they  were  willing  to  continue  to  pay  for 
outside  services  where  applicable, 

© Most  respondents  felt  that  the  use  of  T/S  had  significantly  increased 

since  conversion. 

o Most  respondents  were  more  concerned  about  the  rate  of  increase 

of  T/S  costs.  The  average  level  of  $250,000  per  year  got  attentioni 

o Cost  was  the  main  concern  with  respect  to  considerations  about 

going  in-house. 

o Most  respondents  felt  that  D.P. -did  raise  the  issue  with  both  the 

hardware  and  T/S  vendors. 

& Most  respondents  referred  the  interviewer  to  D.P.  for  information 

about  hardware  vendor  proposals. 

© Most  respondents  felt  that  the  T/S  vendors  were  not  very  responsive 

to  the  developing  situation.  Many  respondents  referred  the  interviewer 
to  D.P.  for  information  about  specific  T/S  vendor  proposals. 
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© Most  respondents  felt  that  end-user  reaction  was  good. 

0 Most  respondents  felt  that  the  users  preferred  internal  T/S  as 

being  cost  effective. 

© Many  respondents  did  consider  fixed-price  T/S  proposals  to  provide 
the  equivalent  of  an  in-house  system  but  rejected  them  as  too  costly.  Most 
respondents  would  no  longer  consider  such  a proposal. 

0 Most  respondents  did  not  have  any  further  comments  to  offer  on  in- 

house  T/S.  Some  offered  the  comment  that  they  felt  that  the  outside  T/S 

vendors  should  reduce  prices, 

0 The  financial  officers,  by  and  large,  were  not  willing  to  make 
proposals  and  studies  available.  They  referred  the  interviewer  to  D.P. 
for  internal  price  information  for  billing  T/S  users. 
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D. 


SIGNIFICANT  COMMENTS  FROM  RESPONDENTS 


Both  the  data  processing  managers  and  the  end  users  were  given 
ample  opportunity  to  ’’let  their  hair  down”  and  give  their  considered 
advice,  in  confidence,  to  guide  timesharing  vendors  in  their  long  range 
planning.  We  received  a number  of  valuable  and  constructive  comments, 
the  most  significant  of  V7hich  are  summarized  belov/: 

1.  DATA  PROCESSING  MANAGER  COMMENTS 

© "We  decided  to  go  internal  to  stop  rapid  growth  of  external  time- 

sharing, to  get  a handle  on  the  situation.” 

@ ”We  hope  IBM  do  something  for  the  ' non-D.P.  trained' user  in  the 

near  future.  We  hope  that  the  Data  Analyzer  Language  and  VSPC  will  do  the 
j ob  adequately . ” 

IT 

© We  would  like  to  be  able  to  have  more  packages  that  are  available 

from  T/S  vendors  on  IBM  systems  available  for  Honeywell,  UNIVAC  and 
Burroughs  Systems  for  external/internal  use.” 

o "We  believe  we  are  headed  in  the  industry  toward  ’ transaction  driven’ 

systems.  This  implies  large  data  bases,  data  base  management  softx^7are, 
and  intelligent  terminals.” 

fl 

@ We  believe  many  users  go  to  T/S  because  of  red  tape  in  our  company. 

We  discover  later  that  many  of  the  applications  could  be  satisfied  by 
remote  batch  services.” 
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® "We  will  always  do  some  outside  T/S,  particularily  for  the  avail- 

ability of  a T/S  network, like  GE  or  Cybernet, to  transfer  data  on  a national/ 
international  basis," 

© "Independent  of  the  cost  considerations,  we  decided  to  go  to  an 

internal  T/S  system  to:  (1)  gain  control  of  the  data — its  validity — to 

avoid  duplication,  (2)  to  use  the  same  programming  language,  conventions 
and  documentation,  and  (3)  simplify  the  education  of  our  users." 

@ "Going  internal  speeded  up  the  management  decision  to  automate 

applications.  This  resulted  primarily  from  the  greater  ease  of  data  access. 

© "We  believe  that  the  T/S  vendors  are  pricing  themselves  out  of  the 
market;  that  they  could  provide  a more  varied  and  flexible  price  structure. 
We  believe  that  their  prices  are  excessive,  particularily  in  the  mass 
storage  area." 

© "Management  has  come  to  regard  the  RCS  system  as  critical  to  the 

success  of  our  company.  The  remote  computing  system,  including  its  time- 
sharing functions,  has  become  a significant  factor  in  center  profitability 
performance." 

© "Our  biggest  problem,  in  the  cross  use  of  information  betvc^een  the 

T/S  vendors  and  our  internal  systems  is  the  slow  data  transfer  rate." 

& "We  believe  that  the  quality  and  validity  checking  of  information 

from  T/S  vendors  is  not  satisfactory.  We  believe  that  the  handling  of 
asyncronous  data  transmission  is  the  stumbling  block." 
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® "We  have  experienced  improved  relations  betxv^een  D.P.  and  our  operating 

departments  following  installation  of  an  internal  T/S  system.  By  estab- 
lishing a quick  response  user  support  group,  we  have  greatly  improved  user 
attitude . " 

© "Management  has  come  about  from  looking  at  T/S  as  a service  and  part 

of  overhead  to  a manageable  line  item,  like  any  other  corporate  resource,"^ 

© "As  an  internal  T/S  organization,  we  need  to  become  just  like  an 

outside  T/S  vendor  to  our  users." 

© "We  see  the  proliferation  of  intelligent  terminals  that  can  operate 

off  of  an  integrated  data  base.  This  will  lead  to  processing  each  trans- 
action as  it  arises." 

© "By  going  internal,  we  are  in  the  danger  of  becoming  a monopolist. 

As  a monopolist  we  become  less  responsible  to  our  users'  needs.  We  want  to 
operate  our  T/S  service  as  if  we  were  an  outside  vendor." 

© "Having  our  internal  T/S  system  service  in-house  users  only,  allows 

us  to  get  proprietary  packages  from  all  sources  for  our  internal  use.  This 
way  v;e  have  a greater  variety  of  services  than  from  any  one  T/S  vendor/' 

© "The  new  federal  Banking  Act  is  speeding  our  conversion  to  internal 

T/S  systems.  We  don't  yet  know  our  liability  for  "improper"  information 
disclosure . " 

o 'Vhen  the  financial  crunch  came,  we  looked  for  ways  to  save.  Time- 
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sharing  costs  stick  out  like  a sore  thumb,  both  as  to  total  costs  and  to 
the  rate  of  cost  growth." 

& "Our  greatest  concern  is  the  cost  of  storage  on  disks." 

Q "By  going  to  an  internal  timesharing  system,  we  are  finally  forced 

to  establish  control  over  what  we  are  doing  and  are  looking  at  information 
processing  in  a business-like  manner." 

© "The  timesharing  vendors  can  apply  innovation  for  new  products 

based  on  advanced  technology  and  their  expertise.  They  need  to  provide 
better  interfaces  between  their  products  and  services  and  our  internal 
information  processing  systems." 

© "The  T/S  companies  are  in  for  a rough  time.  We  expect  to  see  a lot 

of  consolidation  and  fallout." 

Q>  "There  are  real  opportunities  for  services  to  smaller  corporations 

that  do  not  possess  the  expertise  to  use  minicomputers." 

® "There  are  real  opportunities  for  T/S  vendors  with  specific  expertise 

to  meet  particularized  demands.  Suggest  that  T/S  vendors  look  at  the 
thinking  of  (1)  accounting  firms,  (2)  regulatory  bodies,  (3)  federal 
legislation,  and  innovate  solutions  to  some  of  the  problems  posed." 

e "We  feel  we  are  typical  with  respect  to  how  we  got  into  internal 
timesharing.  We  put  up  TSO  for  program  development  and  then  extended  its 
use  because  we  found  we  could  save  money  over  external  T/S  costs.'' 
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"The  management  has  realized  the  importance  of  T/S  to  our  corporate 
operations  in  a competitive  market  place.  This  realization  is  the  most 
important  factor  in  the  rapid  growth  of  T/S." 

0 "The  T/S  vendors  should  make  it  easier  to  go  either  way  between  inside 

and  outside  use  of  T/S.  We  would  strongly  prefer  to  be  a customer  that 
can  easily  try  a program  service,  use  it,  then  easily  (for  a fee)  shift  the 
activity  inside  if  the  economics  or  security  aspects  dictate  it.  We  are 
willing  to  pay  a fair  price  for  innovation-  We  do  not  appreciate  being  a 
captive  user." 

0 "We  have  achieved  a 30%  increase  in  programmer  production  by  using 

the  TSO  option.  We  have  found  that  V7e  can  convert  many  T/S  programs  to 
remote  batch," 

© "There  are  great  savings  to  be  obtained  from  the  intelligent  use  of 
T/S.  Many  T/S  programs  can  easily  be  converted  to  deferred  T/S  or  even 
remote  batch.  The  way  T/S  vendors  price  their  services  makes  it  difficult 
for  a user  to  evaluate  cost  performance." 

© "The  recession  gave  our  management  incentive  to  look  at  T/S  costs. 

With  the  expansion  we  have  generated  cash  to  spend  on  capital  equipment; 
hence,  we  are  going  internal." 

Q " Our  T/S  costs  for  the  same  thruput  are  8q  internal  as  compared 

to  $1.00  external." 
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® "By  going  internal  and  running  our  T/S  service  as  if  we  were  a 

T/S  vendor,  v;e  have  come  to  appreciate  the  difficulty  in  keeping  multiple 
users  happy." 

o "We  had  three  objectives  in  converting  to  in-house  timesharing: 

(1)  to  hold  do\m  growth  in  external  timesharing  expenditures,  (2)  to  get  to 
in-house  data  in  a timely  manner,  and  (3)  to  improve  in-house  program 
development  time," 

& "The  bulk  of  time  chargeable  to  TSO  is  not  really  T/S  but  RJE.  How- 

ever, we  have  still  found  this  approach  very  effective." 

0 "There  is  a distinct  advantage  of  being  able  to  access  in-house  data 

via  our  T/S  system." 

© "The  T/S  vendors  need  to  improve  their  pricing  structure.  The  struc- 

ture should  give  discounts  for  (1)  volume,  (2)  time  of  day,  and  (3)  inter- 
active or  deferred  (priority)." 

@ "The  T/S  vendors  should  look  at  themselves  as  if  they  are  a public 

utility.  With  the  advent  of  minicomputers  and  intelligent  terminals,  they 
can  offer  distributive  computing  up  and  do^m  the  T/S  net.  However,  they 
need  to  develop  the  softxi7are  to  handle  the  distributive  computing  at  all 
levels . " 

o "More  T/S  vendors  should  get  on  GSA  price  schedule.  Users  are  able 

to  order  services  up  to  $25,000  per  year  without  formal  competition.  This  is 
a distinct  advantage  to  a user  as  it  greatly  shortens  the  procurement  cycle." 
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© "T/S  vendors  should  take  cognizance  of  0MB  policy  to  shift  to 

external  T/S  where  feasible  and  make  GSA  price  structure  attractive. 

Once  T/S  contracts  are  started,  they  tend  to  continue.  No  one  likes  to 
reinitiate  formal  procurement." 

© " We  believe  that  minicomputers  will  have  a significant  impact  in 

T/S  market  places.  Intelligent  terminals  can  be  used  for  "quick  looks" 
at  problem  solving,  leaving  final  processing  to  remote  batch  operations." 

9 "Timesharing  companies  will  make  it  or  break  it  over  communication 

costs.  The  fight  is  with  Ma  Bell." 

a "I  want  a transparent  interface  at  the  telephone  switchboard  so  I 

can  use  services  anywhere.  If  communication  costs  can  be  held  doxmi  to  a 
reasonable  price,  then  external  T/S  will  continue  to  grow." 

& "T/S  growth  areas  are:  (1)  word  processing  (ATS)  and  (2)  data 

base  management." 

@ "The  T/S  vendors  do  not  discipline  user’s  storage.  They  collect  large 

fees  for  dead  data  files." 

» "The  data  storage  costs  for  T/S  vendors  are  V7ay  out  of  line.  On 

some  of  our  bills  they  approach  100%.  The  average  is  at  least  33%. " 

© "The  T/S  vendors  maintain  incompatibilities  between  their  systems 

and  IBM.  This,  x^e  feel,  is  to  their  detriment." 

© 


"Management  is  beginning  to  realize  that  they  can  have  decentralized 
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operations  together  with  centralized  information  systems  using  T/S  and  RCS.” 


© "The  majority  of  large  systems  are  IBM,  but  IBM  has  the  greatest 

proliferation  of  T/S  options.  IBM  needs  to  decide  which  T/S  option(s)  it 
will  deliver  as  most  cost  effective,  and  T/S  vendors  need  to  offer  com- 
patibility with  the  selected  system(s)." 

& "We  have  a txs/o  (2)  year  global  development  plan  for  on-line  systems. 

In  the  interim  we  V7ill  use  both  external  and  internal  T/S  systems  to 
support  its  development." 

© "T/S  has  allowed  our  company  to  solve  problems  as  they  arise  but  not 

in  a cost  effective  manner." 

o "I  would  like  to  have  T/S  system (s)  transparent  to  my  users.  They 

should  have  one  set  of  procedures  for  using  the  terminal  for  all  T/S  vendors." 

© "The  management  has  become  aware  of  the  potential  of  T/S  to  quickly 

provide  data  and  information  about  alternative  courses  of  action.  T/S  offers 
"what  if"  ability  in  financial  areas  which  is  vital  to  decision  making." 
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USERS’  COMMENTS 


0 "By  going  internal  we  can  do  a combination  of  interactive  and 

remote  computing  using  the  same  data  files.  This  x^;as  too  difficult  to 
accomplish  when  we  were  on  an  external  T/S  system." 

© "We  believe  that  the  T/S  vendors  could  pool  their  resources  more  than 

they  do,  use  common  networks,  data  bases,  and  compatible  interfaces.  This 
\<70uld  create  a formidable  market  force  in  competition  with  IBM  and  the 
hardware  vendors.  The  T/S  vendors  should  offer  to  transfer  files  and  data 
for  a fee  and  implement  distributive  computing  for  their  unique  programs." 

© "We  are  using  T/S  as  a bridge  to  get  into  systems  until  we  can  develop 

a long-range  plan  or  solution  in  an  integrated  fashion.  We  will  continue 
to  use  T/S  for  special  projects." 

9 "The  shift  in  the  management  concept  to  ’responsibility  reporting’ 

requires  that  we  access  our  internal  files  used  for  a batch  system  and 
extract  data  for  T/S  applications.  We  x>70uld  like  to  go  to  remote  batch 
for  reporting  but  remain  on  T/S  for  the  financial  planning  process." 

a "If  we  were  to  use  outside  T/S  today,  we  could  not  justify  it  on  a 

cost  basis  because  storage' costs  are  too  high — our  data  base  is  on  the 
batch  system.  We  peel  off  what  we  need  to  do  T/S  application.  This 
leads  to  difficulties  but  is  the  only  current  approach  v^hich  is  economically 
feasible ." 

© "We  feel  that  the  credibility  of  the  T/S  vendors  has  been  impaired  by 
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their  cutting  prices  after  the  fact.  We  do  not  understand  why  they  do  not 
offer  an  improved  price  policy  before  we  have  to  face  the  issue.” 

© ”V7e  feel  that  data  errors  are  very  costly  when  using  external  T/S 

systems.  We  think  that  intelligent  terminals  will  help,  but  that  the  T/S 
vendors  can  offer  "quick  look"  programs  (data  analyzers)  for  non-sophisticated 
users  which  would  help  reduce  the  re-run  time  and  costs." 

© "We  get  a degradation  of  performance  with  respect  to  T/S,  but  our 

costs  are  significantly  lox-;er,  so  internal  T/S  is  more  cost  effective." 

® "The  timesharing  vendors  should  use  such  processes  as  are  offered  by 

the  ’Archive’  and  ’Alert'  programs  to  help  non-sophisticated  users  with 
file/disk  storage  efficiency  and  cost." 

9 "It  would  be  very  helpful  if  the  T/S  vendors  would  establish  user 

oriented  prices  (i.e.,  per  transaction)  rather  than  resource  pricing  which 
he  doesn’t  understand." 
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IV. 


ANALYSIS  OF  RESULTS  OF  VENDOR  RESEARCH 


A.  COIiPUTER  MAINFRAME  MANUFACTURERS 

© Three  hardxi/are  vendors  who  market  in-house  systems  in  com.petition 

with  timesharing  were  evaluated:  IBM,  Honeywell  and  DEC.  Information  was 

obtained  from  current  and  former  employees  of  the  vendors,  a major  time- 
sharing user  who  opted  to  go  in-house  and  selected  Honeywell  (after  strong 
IBM  competition) , and  from  the  timesharing  vendors  during  the  course  of 
those  interviews. 

o To  a certain  degree,  the  information  obtained  about  the  hardware 

vendors  represents  a "mirror-image"  of  the  information  obtained  from  the 
timesharing  vendors.  However,  hardware  vendor  strategies  and  reactions 
will  be  presented  individually. 


1.  IBM 

© IBM  accounts  for  most  of  the  revenue  which  is  lost  by  timesharing 

services,  but  it  does  not  appear  to  market  on  a straight  replacement  basis 
even  against  systems  with  vjhich  it  is  directly  competitive.  IBM's  overall 
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strategy  is  designed  to  achieve  much  broader  objectives  than  the  replace- 
ment of  timesharing  services. 

@ External  timesharing  expenditures  are  very  useful  to  IBM  in  justifying 

both  hardware  and  software  upgrades.  In  fact,  such  expenditures  are  so 
useful  it  is  doubtful  whether  IBM  reall}"  cares  whether  they  are  eliminated 
so  long  as  they  can  continue  to  provide  cost  justification  for  more  hard- 
ware sales. 

& The  marketing  approach  taken  is  to  promise  timesharing  virtually 

"free"  when  it  is  integrated  with  batch  processing.  In  addition,  the 
compatibility  with  other  IBM  systems  (especially  in  the  data  base  area)  is 
emphasized . 

© The  data  processing  manager  and  not  the  end  user  is  the  natural  target 

for  these  tactics,  and  he  is  also  a natural  ally  since  he  would  like  to 
maintain  and  extend  his  control  over  the  computer  services  provided 
(including  security) . 

© IBM  has  excellent  intelligence  on  all  competitors  including  time- 

sharing vendors,  and  they  are  normally  well-established  in  most  companies 
which  use  such  services.  They  will  exploit  their  relationship  at  all 
levels  when  it  is  deemed  appropriate  especially  when  there  is  any  threat 
to  their  batch  or  data  base  systems. 

© IBM  has  had  a poor  track  record  in  timesharing,  and  their  many 

offerings:  TSO,  CMS,  VSPC,  APL,  etc,  indicate  internal  conflict  rather 

than  a broad  plan  to  address  the  market  place.  Their  systems  are 
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expensive  and  cost  effectiveness  is  not  emphasized. 


© Recent  hardware  announcements  (138  and  148)  have  the  potential  for 

making  timesharing  available  on  more  economically  priced  systems — with 
traditional  growth  potential. 

@ Competitors  (both  systems  and  service  vendors)  know  IBM’s  weakness 

in  the  timesharing  area  and  combat  IBM  efforts  to  replace  timesharing  v;ith 
in-house  systems  by  pointing  up  past  failures  and  cost  effectiveness. 

& IBM  does  not  have  a solid  plan  to  provide  or  assist  users  in  network 

development.  This  deficiency  in  the  communicating  area  is  recognized,  and 
SNA,  SDLC  and  security  V7ill  be  used  to  encourage  (or  require)  more  inte- 
gration. 

© IBM  recognizes  the  desirability  of  establishing  (or  controlling)  a 

comimunication’ s network  to  supply  services  to  its  customers.  It  has  the 
resources  and  need  to  diversify  into  profitable  areas  and  will  make  every 
effort  to  strengthen  its  communication  capability. 

m IBM  recognizes  the  necessity  of  supplying  total  systems  service — 

hardware,  software  and  communications.  Their  ultimate  strategy  could  place 
them  in  direct  competition  with  computer  service  vendors. 

2.  HONEYWELL  INFORMATION  SYSTEM 

© Honeywell  has  several,  proven  timesharing  systems  available  for  its 

hardware.  It  has  not  had  as  much  success  in  the  replacement  of  timesharing 
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as  one  might  expect  from  the  quality  of  its  products. 


@ This  is  partially  due  to  IBM’s  view  of  Hone^^well  as  a direct  competitor 

in  the  broader  data  processing  market  and  Honeywell's  conditioned  aversion 
to  most  direct  competition  with  IBM, 

& Honeywell  views  the  replacement  of  external  timesharing  with  in-house 

DTSS  systems  as  a good  potential  market.  They  are  beginning  to  market 
actively  with  Dartmouth  support  in  this  area. 

© DTSS  is  favored  over  GEOS  for  reasons  of  performance  and  because  IBM 

views  GEOS  v/ith  more  disfavor  than  DTSS  (because  of  potential  impact  on 
batch  and  data  base) . Honeyvyell  found  IBM  extremely  agresslve  against  any 
GEOS  proposal  and  less  so  against  DTSS. 

© DTSS  is  viewed  as  being  very  competitive  (both  function  and  cost) 

with  outside  timesharing  services  and  fast  paybacks  are  promised. 

o Honeywell  senses  a trend  toward  in-house  systems  whether  on  large 

scale  or  minicomputers  and  wants  to  actively  compete  for  this  business. 

They  feel  specialized  carriers  (such  as  Telenet)  may  provide  an  eventual 
answer  to  some  of  the  "communications'  problems"  feared  by  customers  in 
bringing  timesharing  in-house.  (This  is  understandable  since  they  were 
hardware  suppliers  on  the  ARPA  network) . 

& Honeywell  feels  they  know  roost  of  the  large  timesharing  customers 

through  their  sales  force  and  T/S  marketing  activity. 


Honeyxvell  characterizes  timesharing  vendors'  reactions  to  their 
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in-house  DTSS  proposals  as  follows:  (1)  First,  they  emphasize  service 

and  packages,  (2)  They  ask  the  customer  why  he  should  bother  v\7ith  systems 
programming,  customer  service,  communications,  etc.,  and  (3)  Then  they  cut 
prices . 

0 Once  a major  proposal  has  been  submitted  T/S  vendors  are  not  really 

effective  in  resisting  because  their  sales  force  has  not  been  trained  to 
deal  above  the  user  level  (e.g,,  with  DP  managers,  corporate  controllers 
and  top  executives) . 

@ Honeywell  also  sells  timesharing  services  from  their  o\m  network,  but 

it  is  primarily  viex<?ed  as  sales  assistance  for  hardx</are  systems.  Although 
major  customers  are  considered  worthwhile,  most  of  the  sales  orientation  is 
placed  on  hardware. 

© HoneyX'zell  feels  it  has  had  good  experience  with  the  design  and 

implementation  of  computer/communication  networks  and  data  base  systems. 

They  hope  to  capitalize  on  this  in  the  future,  but  they  are  not  as  aggressive 
in  the  market  place  as  they  once  were  and  HIS  profits  are  not  viewed  favor- 
ably within  the  corporation. 

3.  DEC  (DIGITAL  EQUIPMENT  CORPORATION) 

© A§  a successful  supplier  of  high  price-performance  systems,  DEC 

markets  actively  to  both  in-house  users  and  to  data  service  companies. 

While  very  much  aware  of  the  potential  conflict,  they  do  not  seem  uncom- 
fortable with  the  dual  relationship. 
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© DEC  views  external  timesharing  as  a potential  market  for  both 

"large  scale"  systems  and  minis.  However,  they  are  quick  to  point  out  that 
data  service  companies  are  also  good  customers  and  there  can  be  a certain 
amount  of  sensitivity.  Therefore,  they  do  not  have  an  announced  plan  or 
strategy  for  replacement  of  external  timesharing  but  prefer  to  think  of 
the  market  as  a "business  opportunity." 

® DEC  feels  the  market  for  T/S  or  interactive  computing  is  increasing, 

and  both  in-house  and  T/S  vendors  are  exceeding  the  capacity  of  installed 
systems.  At  the  small  end,  they  tend  to  market  specific  applications. 

For  all  customers,  they  emphasize  cost  in  terms  of  price-performance. 

For  data  services  companies  they  also  present  specific  market  opportunities 
for  their  systems. 

® They  are  very  bullish  about  the  trends  for  in-house  timesharing 

and  also  for  service  vendors  using  their  hardware. 

@ While  they  see  the  138  and  148  as  being  aimed  at  providing  inter- 
active services  for  smaller  IBM  customers,  they  think  "super  minis"  with 
more  capacity  will  have  more  impact  on  the  T/S  market.  Amdahl  has  rami- 
fications for  both  vendors  and  internal  users  because  of  improved  price- 
performance  . 

© Many  small  business  systems  and  systems  designed  for  specific 

applications  go  to  first  time  users.  High  performance  opens  up  entirely 
new  applications’  areas. 
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© They  are  frequently  approached  by  users  of  timesharing  services 

to  make  proposals  for  in-house  replacements,  but  normally  the  sales  force 
pinpoints  prospects, 

© DEC  feels  computer  service  companies  should  be  reacting  to  the 

competition  of  in-house  systems  by  looking  for  new  opportunities  including 
use  of  minis  and  broader  service  offerings, 

0 Any  company  which  does  15K  a month  with  an  external  vendor  is  an 

excellent  prospect,  and  if  they  make  a firm  proposal,  the  acceptance  rate 
is  quite  high.  This  is  especially  true  if  there  is  some  central  control 
and  a single  T/S  vendor.  It  is  more  difficult  to  sell  to  a company  which 
is  geographically  dispersed  and  using  multiple  vendors. 

@ The  outlook  for  timesharing  vendors  is  quite  bright  if  they  provide 

unique  services  and  specialized  applications.  Transaction  processing  and 
data  base  systems  will  increase  the  potential  market  for  service  companies, 
and  DEC  obviously  plans  to  be  a major  supplier  of  such  systems. 

© DEC  is  approaching  the  future  \\^ith  the  confidence  born  of  success. 

They  do  not  feel  in  conflict  with  data  service  companies  and  look  forward 
to  supplying  high  performance  systems  for  both  internal  and  commerical 
vendors . 
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B. 


REMOTE  COMPUTING  SERVICES  (TIMESHARING)  VENDORS 


& The  threat  of  in-house  systems  to  timesharing  revenues  is  uni- 

versally recognized  and  vendors  are  constantly  exposed  to  competition  in 
this  area.  However,  most  feel  they  have  been  relatively  successful  in 
meeting  competition  of  large  scale  systems  and  that  the  "mini  threat" 
has  not  materialized  as  rapidly  as  they  anticipated. 

& All  respondents  feel  the  trend  towards  interactive  computers  is 
sufficiently  strong  to  permit  significant  growth  for  both  in-house  systems 
and  timesharing  service  companies.  Wliile  responses  varied  from  vendor  to 
vendor,  there  was  surprising  consistency  in  most  of  the  answers. 

© The  absorption  of  interactive  applications  onto  large  scale  systems 

has  been  a source  of  competition  and  frequently  is  the  greatest  single 
loss  category  for  vendors.  However,  it  has  not  been  as  severe  as  \-jas 
anticipated  several  years  ago,  and  means  of  combatting  it  have  been 
developed . 

a Considering  all  of  the  talk  about  minis  and  their  actual  price- 

performance  advantages,  everyone  seemed  relieved  that  they  have  not  as  yet 
had  the  impact  which  appears  possible.  The  threat  is  considered  very  real 
because  technical  developments  point  to  lower  and  lower  costs.  The  primary 
question  is  V7hen  the  impact  will  be  felt.  Most  vendors  are  developing 
plans  to  meet  the  threat  and  take  advantage  of  the  technology. 
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® Users  are  definitely  sensitive  to  the  dollars  spent  on  outside 

timesharing.  This  sensitivity  is  especially  apparent  among  financial 
officers  and  data  processing  managers  rather  than  with  the  end  users. 

Most  vendors  felt  they  were  in  competition  with  the  DP  managers  who  wanted 
to  "expand  their  empires"  and  used  external  costs  as  justification. 

® Vendors  felt  IBM’s  strategy  on  large  scale  in-house  systems  was 

quite  clear.  They  used  external  T/S  costs  to  justify  equipment  and  soft- 
ware upgrades.  The  overall  theme  being  to  integrate  batch,  data  base,  and 
timesharing  under  one  system.  The  true  T/S  costs  being  obscured  in  a much 
larger  overall  expenditure. 

a Vendor  activity  on  minis  was  not  as  clearly  defined,  and  it  appeared 

that  end  users  frequently  give  impetus  to  the  installation  of  minis — at 
least  from  the  point  of  view  of  the  T/S  vendors.  However,  at  least  oiie 
vendor  felt  his  hardware  supplier  (DEC)  was  pushing  internal  systems  in 
competition  Xi7ith  his  service  and  felt  he  might  need  an  alternate  source 
if  it  continued. 

a There  was  remarkable  agreement  in  the  percent  of  cost  differential 

users  consider  significant  with  25%  or  greater  being  practically  unanimous 
choice.  Great  emphasis  was  placed  on  perceived  costs  and  actual  costs. 
Everyone  felt  hardware  vendors  and  users  failed  (either  consciously  or 
unconsciously)  to  recognize  the  true  cost  of  providing  service. 

© Most  vendors  could  not  (or  would  not)  specify  the  percent  of  loss  to 

in-house  systems.  Losses  frequently  are  on  an  application  by  application 
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basis  and  not  on  a straight  replacement.  Therefore,  certain  applications 
are  brought  in-house  but  vendors  sell  new  applications  to  end  users.  Vendors 
specified  that  overall  business  is  growing.  In  fact,  one  vendor  stated  his 
business  with  customers  who  installed  an  in-house  system  continued  to  grow. 

® IBM  accounted  for  nearly  75%  of  the  losses  to  in-house  systems,  but 

specific  vendors  with  other  hardware  orientations  reported  opposite  results,. 

& The  overall  trend  in  interactive  computing  will  necessitate  taking 

advantage  of  improved  price-performance  of  minicomputers  and  vendors 
recognize  this  trend.  Most  emphasize  that  they  plan  to  make  use  of  advanced 
technology  in  their  service  offerings  but  anticipate  continuing  competition 
on  an  application  by  application  basis.  Classic  timesharing  of  a scientific 
nature  is  especially  vulnerable  to  the  new  technology,  but  data  base  systems 
are  viewed  as  an  opportunity  for  timesharing  vendors. 

0 Reaction  to  IBM's  announcement  of  the  138  and  148  ^vas  guarded.  Most 

vendors  did  not  feel  it  signified  any  change  of  direction  fcr  IBM  but  merely 
extended  competition  to  another  level,  and  they  did  not  express  great  concern. 
This  appears  to  be  primarily  because  of  IBM's  past  performance  in  time- 
sharing, and  the  feeling  they  have  not  specifically  target ted  timesharing 
service  companies  for  severe  competition. 

@ Vendors  normally  depend  on  sales  and  support  personnel  to  identify 

potential  defectors.  The  relationship  with  end  users  appears  quite  good, 
but  sometimes  even  the  end  users  do  not  know  an  in-house  system  has  been 
proposed  until  it  is  too  late.  Only  a few  companies  have  a really 
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effective  monitoring  program  for  usage  and  loss  analysis. 

© Most  service  companies  have  at  least  a rough  plan  to  meet  the  threat 

of  in-house  systems.  These  plans  include  the  incorporation  of  minis  into 
service  offerings  and  increased  emphasis  on  commercial  and  data  base 
applications.  In  addition,  traditional  strengths  in  networking,  service 
to  end  users,  reliability  and  flexibility  will  be  emphasized.  There  are  a 
few  companies  x-7ho  feel  they  can  compete  without  change  in  their  current 
strategies  and  tactics. 

© Practically  all  vendors  state  that  the  most  important  thing  to  do 
in  counteracting  in-house  proposals  is  to  be  sure  a competitive  cost 
analysis  is  made  incorporating  all  expenses  and  not  just  hardware.  End 
users  are  viex>7ed  as  natural  allies  in  combatting  in-house  proposals. 
Service,  software  and  network  support  are  also  emphasized.  Discount 
strategies  in  in-house  competitive  situations  are  normally  related  to 
long-term  contracts  signifying  extended  commitment  for  a certain  level  of 
business . 

© Once  a solid  in-house  proposal  has  been  made,  there  is  a high  proba- 

bility that  at  least  some  external  v7ork  will  be  replaced  regardless  of  the 
tactics  emplo^'ed  by  vendors.  Once  in-house  capability  is  in  place, 
competition  takes  place  on  an  application  by  application  basis,  and  only 
rarely  does  all  business  disappear.  Indeed,  one  vendor  remarked,  ”My 
best  customers  are  the  ones  who  come  back  from  in-house  systems.” 
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© The  strengths  of  timesharing  services  are  viewed  as  being  resources 

and  skills  which  are  not  readily  available  to  the  customers.  These  include: 
communications  network  and  expertise,  applications  packages  and  data  bases, 
end  user  support,  systems  reliability  and  performance,  and  flexibility  in 
resource  utilizations. 

© Vulnerability  to  in-house  proposal  did  not  appear  to  have  any  industry 

orientation,  nor  was  company  size  considered  very  significant  (except  in  so 
far  as  large  scale  equipment  might  be  installed  with  the  potential  for 
absorbing  outside  work).  Applications  of  major  importance  and  dollar  volume 
were  the  most  vulnerable  because  of  their  visability.  One  vendor  also 
speculated  that  the  main  vulnerability  in  the  future  may  arise  from  the 
concern  about  security,  but  this  was  not  mentioned  as  a current  problem. 

© Cost  is  the  most  important  reason  for  going  in-house,  as  sho^ra  in 

Exhibit  IV-1. 

@ Perhaps  the  most  significant  reason  is  actually  the  T/S  vendor's 

orientation  towards  the  end  user,  and  the  hardware  vendor's  orientation 
towards  corporate  and  data  processing  management.  While  T/S  service 
companies  are  helping  individual  users  with  their  work,  hardware  vendors 
are  "helping"  management  with  their  DP  planning  and  cost  control.  It  is 
an  entirely  different  orientation. 

^ In  summary,  computer  service  companies  were  optimistic  about  the 

future  of  their  business: 
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EXHIBIT  IV- 1 


VENDORS’  EVALUATION  OF  REASONS  FOR  GOING  IN-HOUSE 


HIGHEST  IMPORTANCE 


REASONS  FOR  GOING  IN-HOUSE 
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- They  find  themselves  in  a highly  competitive  environment, 
but  the  entire  area  of  interactive  computing  is  coming  into  its 
ovm . 

Advanced  technology  which  lowers  cost  and  makes  new  appli- 
cations cost  effective  is  available  to  computer  service  companies 
as  well  as  hardware  vendors. 

- As  computer/communications  networks  develop,  the  technical 
skills  required  become  more  demanding  and  implementation  of  in- 
house  systems  becomes  more  difficult. 

With  the  end  user  becoming  more  actively  involved  with  inter- 
active systems  (T/S,  data  base,  data  entry,  and  transaction  processing), 
the  service  companies'  tradition  of  service  to  the  end  user  will 
become  increasingly  important. 

@ Most  vendors  definitely  saw  the  necessity  for  change  in  hardware, 
service  offerings,  and  marketing.  The  companies  interviewed  seemed 
resigned  to  the  fact  that  there  would  be  continuing  competition  with  in- 
house  systems,  but  all  seemed  confident  about  the  long-term  future  of 
their  business. 
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NTER-OFFICE  CORRESPONDENCE  / SUBJECT: 
jARTLESVILLE.  OKLAHOMA 


cc: 


Februai’y  2J^,  19  ?6 


1970  Cost  Ac  counting;  Algorithm 
ADI^5-7^-DPO 


R,  S.  Dickson 
J.  Clark 

J,  R.  Cobb 
R.  S.  Gruel 
G.  D.  Parker 
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D.  L.  Fincher 
D.  N,  Fox  (3) 
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R.  R.  Malaby 
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ro:  R.  0.  Shel'bon 

r 

' 

A.  D,  Bailey  ^ 

'’lease  find  at'tached  the  rates  for  oui"  197*^  cost  accounting  algorithm  and  a comparison 
idth  the  rates  of  1973  through  1975  ^d  a summary  of  the  expected  costs  and  recovery. 

|[hese  rates  are  based  on  our  expected  costs  and  activity.  The  costs  specified  in 
)Iff-20-76~0H\f  and  DNF~23~76~OFKf  plus  a 3»3  percent  ISD  overhead  less  an  assumed  level- 
j)f-service  recovery  of  $60^000  are  te  be  recovered  from  the  seismic,  batch,  on-line, 
jind  TSO  activity.  The  batch  and  on-line  activity  are  assumed  to  be  115^  of  the  average 
.975  activity.  Due  to  the  short  liistoiy  of  TSO  and  tlie  incomplole  TSO  conversion,  tho 
'SO  activity  is  assumed  'to  be  13C^  of  the  peak  week  of  TSO  activity  (1/4/76  - 1/11/76) 
lormalized  to  an  average  month.  Hie  monthly  cliarge  to  seismic  is  fixed  by  agreement. 

’he  portion  of  this  charge  (to'bal  seismic  charge  less  direct  cliarge)  applicable  to  the 
leismic  activity  is  sufficient  to  fully  recover  120/o  of  their  average  1975  activity. 

.3  you  know  the  rates  for  memory  and  tape-time  are  variable  dependant  of  the  amount 
if  memor;^^  or  number  of  tapes  used.  Attachments  4 aad  5 giaphicalJly  show  these  ra'tes. 


he  highlights  of  the  algorithm  changes  are: 

- Special  rates  for  TSO  EXCP^s  and  TSO  memory  v;ere  added  to  recover  the  activity 
related  TSO  costs. 

- A special  rate  for  TSO  session  time  for  TSD  and  CSD  users  was  added  to  recover 
the  TSD  and  CSD  terminal  costs. 

- Charges  for  incomplete  multiple  executions  of  a job  v;ere  eliminated, 

~ The  memory  costs  will  be  based  on  the  size  of  the  largest  step, 

- In  order  to  have  a better  measure  of  activity  the  seismic  ’’costs”  vd.ll  be  -tracked 
by  charging  regular  seismic  EXCP’s  at  "the  normal  ra-be  and  2933  EXCP’s  at  a special 
lov;er  rate.  Note  that  the  seismic  -tape  and  disk  channels  are  direct  charged  and 
that  the  actual  seismic  costs  are  best  determined  by  charging  all  seismic  EXCP’s 
at  the  special  2933  rate. 
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- Changes  are  being  made  to  our  TSO  log-on  procedure  to  require  that  a project 
identification  and  optionally  an  organization  code  bo  supplied  at  log-on. 

Users  specifying  the  R&D  organization  vdll  be  required  to  supply  a JA  number. 

; This  ^vill  allow  ISO  TSO  use  to  be  charged  directly  to  the  responsible  organiza- 

I tion  rather  than  recovered  through  the  ISO  labor  rates. 

! 

f you  have  any  questions  please  call. 
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NTER-OFFICE  CORRESPONDENCE  / SUBJECT: 

IJARTLESVILLE,  OKLAHOMA 


February  24 y 19 


1976  Budp,et  Rates  for  DPO 
DNFlgal^DPd 


To: 

R.  0. 

Shelton 

From: 

D.  N. 

/.B/ 

The  1976  Budget  rates  have  been  established  for  DPO  activity,  labor,  and 
equipnent  as  shovm  in  Table  One.  Tlie  rates  are  grouped  in  the  Table  by 
organization. 


These  rates  include  the  3.3'/  ISD  Overhead. 

Tlie  1976  algoritlrn  rates  for  ASP  us-age  average  9/  higher  than  the  1975  rates. 
Therefore,  the  cost  of  nimiing  an  "average"  job  in  197^  vvLll  be  9/  higher  tlian 
in  1975*  Additional  details  may  be  foimd  in  A.  D.  Bailey te  letter  ADB-5-7^-DPO. 


These  are  the  costs  to  be  quoted  to  our  customers  or  users  for  3-97^ • Additional 
rates  vn.ll  be  provided  as  required.  Anyone  needing  a rate  for  equipment,  labor, 
or  seiarices  not  in 'the  Table  should  contect  me. 


Additional  copies  of  tliis  letter  may  be  obtained  from  Sarah  Gutierrez, 
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. TABLE  ONE;  I976  BUDGET  IN\TES  TOR  DTO 


I. 


II. 


III. 


IV. 


V. 


Admini  s ta:’a  Live 


Item 

Card  Forms 

Paper  Forms 

Micromation 

Time  Sharing 

Time  Sharing  Termjjials 

Computer  Data  Handld,ng 

Data  Recording 
Calcomp  1036  Plotter 
Calma  Digitizer 
Mohawk  7201-6401 
Mohawk  64O3 

Plotter  Room  Personnel  Only 
Production  Control 


Ftoduction  Control 

Computer  Softv/are  and  Evaluations 

Software  and  Evaluations 

Software  and  Evaluations 

Compu'ter  Center  Operations 

A.  EAM 

B,  ASP 

1.  gJTIP-TSO 

CUTIP  Activity 
OraP  Disk  S}vice 
TSO  D-isk  Si^ce 

2.  Terminals 

3277-2  Display  l^pe  Kybd 
3277-2  Display  Type  Kybd 
V// Audio  Alarm 
3277-2  Display  Data  Entry 
Kybd 

3277-2  Display  76  Key  Kybd 
w/lO  Key  Pad 
3277-2  Display  lype  Kybd 
V//SvriLtch 

3286-2  Ktinter  66  CPS 
Variable  Margin 
3284-2  ITvinter  40  CPS 
Variable  Margin 
3286-2  Mnter  CPS 


Direct 


Rate 

Charge 

$Cost  X 1,033 

CF 

$Cost  X 1.033 

PF 

$Cost  W/O  Thx  X 1.07432 

M 

$Cost  X 1,033 

1 

$Cost  X 1,033 

1 

$13. 75/1  Ir. 

K 

73/nr. 

C1 

$13. 55/Hr. 

CM 

$17. 00/1  Ir. 

M2 

$37.35/Hr. 

Ml 

$13.65/Er. 

PP 

$15. 85/Hr. 

8 

$3, 500/Mo. 

SA 

$20. 92/Hr. 

SH 

$30. 6 5 Air. 

EA 

$0.25/lj000  Records 

C'A 

$0,27/Ti\ack 

CD 

$0. 20/l'rack 

TD 

$215/Mo. 

T2 

$220/Mo. 

13 

$215A^o- 

T5 

$2J+3/Mo. 

T7 

$ 230/Mo. 

U7 

$316/Mo. 

U6 

$265/Mo. 

T/^ 

$310/Mo. 
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Terminals  (Continued) 


3. 


h\-  9 


3288  Printer  120  Lm 
(Rental) 

3288  Printer  120  LFM  (ETP) 
3275-2  Remote  Display 
Key  Function  Kybd 
3275-2  Remote  Display  'JS 
Key  Function  Kybd  Vl/lO 
Key  Pad 

3286-3  Remote  Printer  66 
CPS 

3284-3  Remote  Printer  40 
CPS 

2740  Local  type m’i ter 
Terminal  (CUTIP) 

2741  Local/Dial  i^p>e- 
VTriter  Tferminal  (TSO) 

3767  Local/Dial  Ttp^e- 
wri'ter  Terminal  (TSO) 

Storage 
Risk  Pack 

Disk  Cylinders  (CICS) 

Disk  Drive 

Magnetic  Tbpe  Model  3 
Magnetic  Ibpe  Model  5 
Magnetic  Tape  Model  7 
Storage  168C  - KB 
Storage  I68A  - KB 
Storage  i68B  - KB 

Program  Products 


$585/Mo. 

$ 502/Mo. 
$ 252/Mo. 

$258/^10. 

$238/f4o. 

$l87/^io. 

$U0/Mo. 

$165/Mo. 

$260/Mo. 


$15/Mo. 

$2. 55/Mo. 

$ 1,025/Mo, 
$680/Mo. 
$835/Mo. 
$l,055/io. 
$7.80^-10. 
$7.80/fio. 
$7.80/Ho. 

$Cost  X 1,033 


T8 

U8 

U1 

U2 

U3 

U4 

T1 

T9 

U7 


D 

DC 

DD 

M3 

M5 

M7 

55 

56 

57 

PS 


ASP  Usage  - Accounting  Algorithm 


a)  Processor 


CPU 

Memory 
TSO  Memory 
Seismic  EXCP 
TSO  FuXCP 
Other  FiCP 
OS  Job 


$308,92/CPU-IIr,  (168  Equiv.  ) 
$2,754/100  KE3-Hr,  (Avg,  Rate) 
$0oAif0/KB-Hr. 

$0,033/1,000  EXCP 
$2,056/1,000  EXCP 
$0,307/1,000  EXCP 
$0.226/0S-Job 


b)  l/o  Allocation 

Tape  Time  $2.06o/Tape  Hi*.  (Avg,  Rate) 

Disk  Time  $3. 813/Di. sic  Ur. 


c)  Setup 

Tape 

Disk 

Frq:>edite  Job 


$0. 82/Tape  Setup  or  Mount 
$0. 527/Disk  Setup 
$2,075/ttcpedite  Job 
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d)  Peripheral 

Pi’inter  Setup 
Lines  - Tape 
Lines  - CTC 
Cards  - Read 
Cards  ~ Punched 
Records  Xmib/Received 
Peripheral  Job 
Mul'tii^art  - Page 
Forms 

e ) TSO  Session  for  TSD  or 
Terminal  Hours 


$2e8(X)/liinter  Setup 
$0,615/1,000  lines 
$0,/ji6/l,000  Lines 
$3. 233/1? 000  Cards 
$4,800/1,000  Cards 
$1,308/1,000  Records 
$0.3H/Job 

$8,164/1,000  Multi-part  Pages 
$Cost  X 1,033 

CSD 

$2, 296/Hr. 
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TOPIC:  REDUCED  RATE  FOR  LOV?  PRIORITY  BATCH  JOBS 


Effective  June  1,  1976,  all  jobs  submitted  with  a job 

cl^lss  of  P will  be  charged  a reduced  rate  of  $ ,4  0/CRU. 

Class  P jobs  should  be  of  low  priority  as  there  will 

be  no  guarantee  on  turnaround  time.  Turnaround  may 

range  from  24  hours  to  several  days  depending  on  loads. 

The  following  rules  will  apply  to  class  P jobs: 

1.  They  v/ill  only  be  processed  when  no  priority 
work  is  outstanding.  This  normally  will  mean 
they  will  process  on  3rd  shift, 

2.  Their  priorities  cannot  be  raised  manually. 

3.  They  will  be  subject  to  cancellation  in  the 
event  priority  jobs  arrive  that  need  their 
resources. 

4.  This  v/ill  include  regular  batch  jobs  and  TSO 
batch  submits.  It  will  not  include  IMS  jobs. 

The  standard  rates  are  listed  below: 


Batch  Processing 


1st  .Shift 
2nd  Shift 
3rd  Shift 
ClclSS  P 


(SAM  " 4PM) 

(4PM  - 12  Midnight) 

(12  Midniglit  - SAM) 

(Low  Priority)  (Effective  6/1/76) 


$ .95/CRU 
$ .75/CRU 
$ .60/CRU 
$ .40/CRU 


TSO 


1st  Shift  (SAM  - 4PM)  $ 

2nd  Shift  (4PM  - 12  Midnight)  (Effective  4/1/76)  $ 
3rd  Shift  (12  Midnight  - SAM)  (Effective  4/1/76)  $ 


. 90/CRU 
. 70/CRU 
. 55/CRU 
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Memo  to:  Distribution 

Peige  2 

June  1,  1976 


IMS 


(On-Line)  $ ,55/CRU 

/ 

Please  address  procedural  questions  to  mo  (713/629-3244) 
and  chargeback  questions  to  Tom  Oliver  (713/629-3329) . 


EDW : sbp 


Mb 
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Price  Schedule 


370/168  Services 

Central  Processing 
Central  Processing 
Virtual  Storage 
Channels 
Tape  Drive 
Mountable  Disk 
Disk  Storage 

Connect  Time  - Time  Sharing 

6600  Services 

Mainframe 
Tape  Use 
Online  Plotting 
Time  Share  Connect 
Perm  Files 

Local  Services 

Cards  Read 
Cards  Punched 
Printing 

Carbon  Copies 
Mylar  Punch 
Plotter 
Microfiche 
Copies 
Microfilm 


Unit  - Batch 

Unit  - Time  Sharing 


t r"  r\ 


' \J  f 


Remote  Services 
/ 

.'Cards  Image  Transmitted 

rint  Line  Image  Transmitted 

IMS  Services 

Accesses  (DL-1  Calls) 

Storage 

IMS  Test  System  Facilities 

Accesses  (DL-1  Calls) 

Storage 

Miscellaneous  Charges 
Tape  Storage 
Tape  Mount 
/ Disk  Mount 

Minimum  Run  Charge 
Tape  Cleaning 
\ Time  Sharing  ID 
\ IMS  Terminal 

Technical  Support 

Programmer  Analyst  Hr. 

Sr.  Programmer  Analyst  Hr. 

Consultant  Hr. 

Production  Control  Hr. 


$25* * 
$35* 
$5  0* 
$25* 


U/M 

Prime 

Shift 

Night 

Shift** 

Hr. 

1650.00 

1250.00 

Hr. 

1875.00 

1475.00 

KSSU 

23.00 

17.00 

Ch.  Hr, 

140.00 

140.00 

TDH 

75.00 

75.00 

MDH 

210.00 

210,00 

Tk.  Mo. 

.50 

.50 

Hr. 

10.00 

10.00 

Per  Sec 

.22 

.17 

■ Sec  Drive 

.036 

.036 

Hr. 

30.00 

30.00 

Hr. 

10.00 

10.00 

RB  Mo. 

1.35 

1.35 

1000 

1.00 

1.00 

10  00 

2.50 

2.50 

1000 

1.00 

1.00 

1000 

.25 

.25 

Hr. 

20.00 

20.00 

Hr. 

17,50 

17.50 

Ea. 

2.00 

2.00 

Ea. 

.25 

.25 

Ea . 

.17 

.17 

/J  r\  f\  r\ 

~3C  V/  • W V 

M r>  r\  n 

1000 

.25 

.25 

1000 

,25 

.25 

Ea, 

.0175 

.017 

Tk.  Mo. 

.50 

.50 

Ea . 

.02 

. 02 

Tk.  Mo. 

.50 

.50 

Reel  Day 

.05 

,05 

Ea. 

.50 

.50 

Ea. 

1.00 

1.00 

Ea, 

2.00 

2,00 

Ea . 

2.00 

2.00 

Mo. 

10.00 

10.00 

Mo. 

10,00 

10.00 

*Plus  Expenses 

**7  p.m.  to  7 a.m.  weekdays;  midnight  to  4:30  p.m.  Saturdays 

Effective  (June  1,  1976) 
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KfQRTHEAST  COMPUTER  CENTER 


REV.  6/30/ 


19  76  COMiPUTER 

RATES  FOR  370/168-3 

EFFECTIVE 

JULY  1, 

1976 

MEW  RATES 
FOR  163-3 

OLD  PATES 
FOR  15  8 

Batch  Com.putinq  (Incl.  RJS) 

Prime 

$1.10/MCU 

$1,10/MCU^ 

Deferred 

o 55/MCU 

, 55/MCU 

TSO 

PRIME 

OFF -PRIME 

PRIME  OFF  “PRIMS 

$/Connect  Hour 

$9.00 

$4o50 

$9.00  $4.50 

$/CPU  Second 

. 84 

o42 

.24  .12 

Storage  $/Track-“Day 

. 

03™  — 

. OS———"”*-" 

AP.L 

PRIMS 

OFF-PPJMS 

PRIME  OFF“-P.RIME 

$/Connect  Hour 

S3..50 

81.75 

$3.50  $1.75 

$/CPU  Second 

.21 

ol05 

9 0 6 « 0 3 

Storage  $/Track"-Day 

015  — — 

CICS 

Same  charge  method  and  ra 
individually  for  each  app 

tes  a pel 
li cat ion 

y.  Rate^s  set 

NEW  PATES 
FOR  168-3 

OLD  RATES 
FOR  15S 

Private  On-Line  Disk  Pack  (3330-11) 

$6^500 

$6,500 

(1)  The  method  of  calculating  MCU’s  vrill  be.  adjusted  .for  the  different 
CPU  speed.  MCU’s  for  any  job  sliould  remain  the  same  and  the 
cost/MCU  remains  the  same. 

(2)  Prime  T.ime  - 8 A.M.  --  5 P-M. 

Off"Prim.e  Time  --  5 P.M.  ™ 0 A, Mu  P.lus  Weekends 
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March  14,  1975 


TO:  Joseph  B.  Sans one  I 

Vice  President 

P ' • ' • 

Systems  &.  Inform^ition  Processing 

\ 

FROM:  Paul  I\ . Ast  \ \ / 

Director 

Scientific  S<  Engineering  Systems 

' /' 

SUBJECT:  Conversion  of  Timesharing  Programs 


The  follov/ing  will  serve  ^to  indicate  the  types  of  problems 

that  Scientific  and  Engineering^  Systems  has  encountered  to 

date  in  our  project  to  convert'^  out-of-house  programs  to  the 

in-house  system:  , 

/ 

Programt  Problems 


, Programs  that  are  written  for  non- ISM  computers 
often  contain  specialized  subroutine's  not  avail- 
able on  IBM.  These  are  generally  bit  manipulation 
or  paching  routines.  To  solve  this  problem.,  it  is 
necessary  to  identify  an  IBM  substitute  or  an 
assembler  language  routine  must  be  written.  Usually, 
it  has  been  necessarv  to  follow  the  latter  course  of 
action . 


. Prograias  thait  vrere  written  in  Basic  and  are  to  be 
executed  in  a batch  environment  must  be  rewritten 
in  another  language.  Prior  to  the  present  time,  a 
Basic  compilsir  was  not  available  in-hcusc. 

Programs  v/ritten  in  MINIDATA  (UCS)  .or  INFORM  (SIS) 
have  to  be  rewritten  due  to  the  proprietary  nature 
of  these  packages. 

, The  source  versions  of  some  programs  v/ritten  by 
vendors  are  not  available  and  the  programs  must 
consequently  be  rewritten. 
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March  14,  1975 


. Timesharing  programs  -usually  have  free  form  I/O. 
Tliese  must  be  modified  before  running  in-house. 

"Interactive"  routines  must  be  m.odified  so  pro- 
grams can  be  executed  in  a batch  environm.ent , if 
possible . . • 

. Obvious  programming  i.nef f i.ciencies  must  be 
corrected  before  running  in-house. 

. Existing  programming  "bugs"  must  be  corrected 
before  running  in-house. 

User  Problems 

Often,  the  individual  who  wrote  the  program  has 
left  the  Company  and  no  documentation  exists, 
making  it  very  difficult  to  convert  the  program. 

. Any  docurrientat ion , if  it  exists,  must  be  completely 
rewritten  to  conform  to  ShIP  Standards. 

. Users  generally  want  "improvements"  made  to  exist- 
ing systems  as  an  inducement  to  operating  in-house. 

. Users  are  part  time  programmers  and  not  alv.’ays 
available  to  answer  questions,  making  conversion 
more  difficult  than  it  should  be. 

. Programs  have  to  be  v/ritten  to  reformat  files  from 
timesharing  to  the  in-house  system. 

Programs  have  to  be  v/rit'ten  to  update  files  in  a 
batch  mode.  In  timesharing,  many  users  take 
advantage  of  the  text-editor  to  update  their  files, 
this  does  not  exist  for  batch  operations. 

. Programs  or  data  provided  in  punched  card  format  by 
users  usually  contain  errors  that  must  be  corrected 
before  v;ork  continues. 
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cc:  /john  Rapawy  Stephen  Tobon 

F3:ederick  DeGraw  Anthony  Perrone 
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Rrp!y  to  DALLAS  N.A.  OFFICE 
1914  N.  HARWOOD  STREET 
DALLAS,  TEXAS  75201  - 651-1542 


Mr.  Bob  Harper 

Director  of  Advanced  Systems  Plann5.ng 
Vought  Corporation 
2910  Avenue  F East 
Arlington,  Texas 


Dear  Eobj 


J 


Enclosed  please  find  a two  phased  configuration  to  handle  the  timesharing 
requirements  of  Phase  I to  handle  your  immediate  sit- 

uation and  Phase  II  for  future  growth.  This  plan  utilizes  the  Burroughs 
B6700  computer • system  and  various  peripheral  devices  to  provide  a very 
cost  effective,  high  performance  timesharing  systm.  This  is  a very  valid 
approach  to  the  solution  of  ^increasing  data  processing 

capacity  requirements,  with  a relatively  low  cost  associated  with  it. 


The  B6700  has  proven  to  be  a very  effective  timesharing  system  because 
of  the  nature  of  its  architecture,  the  outstanding  data  communications 
capability,  and  the  proven  software  capabilities  of  the  operating  system 
and  timesharing  system.  In  addition  to  this,  there  are  many  distinct 


advantages  for 


with  a stand  along  timesharing  system. 


You  are  in  need. of  additional  capacity  on  your  present  370/168  and  know  of 
the  large  increase  in  cost  tliat  would  be  associated  with  the  expansion  of  that 
system.  From  your  studies  you  have  decided  that  the  cost  to  convert  every- 
thing from  your  present  system  would  also  be  prohibitive.  Therefore,  it  would 
seem  logical  to  look  at  what  could  most  easily  be  removed  from  the  370/168 
that  would  free  up  c.^pacity. 


Timesharing  services  seems  to  be  the  logical  choice.  By  insealling  a B6700 
to  handle  your  timesharing  requirements  you  would: 


1) 


Provide  additional  capacity  on  the  370/168  to  handle  the  more  involved 
applications  utilizing  IMS  and  other  hard  to  convert  software. 


2)  Delay  or  prevent  the  necessity  to  spend  the  enormous  investment  to 
increase  the  370/168  capacity. 


3)  Provide  a dedicated  7 day  per  week,  24  hour  per  day  timesharing  service 
to  your  users, 

4)  Provide  for  a smaller  actual  cost  for  timesharing  services  than  you 
now  have. 


5)  Provide  capacity  for  additional  user  services,  such  as  APE. 
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6) 


Pr.ovide  an  easier  to  use,  higher  performance  timesharing  capability 
than  novv^  exists. 


7)  Provide  an  easy,  modular  growth  path  for  future  expansion,  as 
requirement  dictate. 


In  suiranary,  the  Burroughs  B6700  would  provide [ Ja  better  timesharing 
capability  than  now  exists  for  less  money,  and  this  is  v?hy  we  feel  it 
should  warrant  your  close  consideration.  We  would  like  the  opportunity 
to  show  your  organization  our  capabilities  in  timesharing  by  ^7hatever 
means  necessary  with  presentations,  demonstrations,  benchmarks,  and 
user  visits.  The  B6700  timesharing  system  is  a proven  system  with  many 
users  V7orld“wide,  and  ']shouid  take  this  opportunity  to  investigate  its" 
capabilities  and  utilize|thera  in  your  o'S'm  organization. 

We  look  fom'Zard  to  proving  the  B6700  capabilities  and  working  with  you  to 
accomplish  this  goal. 


Sincerely  yours, 


Account  Manager 
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TIMESH/vKING  SYSTEM  - PHASE  I CONFIGURATION 


MODEL 


DESCRIPTION 


QTY  LEASE  / MO, 


B6738  System  Includes:  1 

1 Central  Processor 
1 I/O  Processor  with 
8 data  switching  channels 
1 operator  console  and 
control  with  dual  displays 
1 Peripheral  Control  Cabinet 


B6005-4  Basic  Memory  Module  2 

read  access,  error  correcting 
memory  plus  memory  control 
and  memory  tester 

B6005-5  Additional  memory  module  2 

X'?/ 39 3,  216  bytes  of  770  ns 
read  access,  error  correcting 
memory 

B9950  System  console  desk  1 

B9115  300  cpm  Card  Reader  1 

B6110-5  Card  Reader  Control  1 

B9243-11  1100  LPM  Printer  1 

B6240  Printer  Control  1 

B9941  Add’l  12  Print  positions  1 

B9495-2  . 120  KB  Magnetic  Tape  2 

Unit  (9ch,1600  bpi) 

Bo393"2  Magnetic  Tape  CuuLjloI  1 

B9499-10  1x4  Master  Electronics  1 

Exchange 

B9333-8  Disk  Storage/Dual  Cont,  1 

(872  MB) 

B6304-1  Disk  Pack  Drive  Control  2 

B6358  Data  Communications  ■ 1 

Processor  w/12,288 
bytes  local  I/C  Mem. 

B6358-5  12,288  bytes  additional  1 

local  I/C  Mem,  for  DCP 

B6350-1  Adapter  Cluster  4 

B6650-1  Line  Adapter  60 


7,280 


5,484 


4,580 


158 

135 

104 

1,026 

156 

41 

880 


145 

6,680 

312 

1,018 


352 

812 

900 


LESS  DISCOUNT  FOR  5 YR,  LEASE  (57o) 
(7  day  24  hour  Maintenance) 


TOTAL 


NET  TOTAL 


$30,599 

1,530- 


$29,069 
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MODEL 


B6738 


B6005 


B6005 

B9950 

B9115 

B6110 

B9243 

B6240 

B9941 

B9495 

B6395 

B9499 

B9383 

B9383 

B9486' 

n r / 

B6358 

B6358' 

B6350 

B6650' 


4 


5 


5 

11 


2 

2 

12 

8 

7 

4 

■I 

X. 


5 

1 
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:TIMESHARING  SYSTEM- PHASE  II  CONFIGURATION 


DESCRIPTION 


QT\^ 


LEASE/  MOc 


System  Includes:  2 

1 Central  Processor 

1 I/O  Processor 

1 Operator  Console 

1 Peripheral  Control  Cabinet 

Basic  Memory  Module  3 

LV 393, 216  bytes  plus 

memory  control  and 

memory  tester 


Additional  memory  module  2 

w/ 393, 216  bytes 

System  console  disk  2 

300  cpm  card  rdr  1 

Card  Reader  Control  2 

1100  LPM  Printer  1 

Printer  Control  2 

Add'l  12  print  positions  1 

120  KBMagnetic  Tape  Unit  2 

Magnetic  Tape  Control  2 

2x8  Electronics  Exchange  ’ 1 

Disk  Storage/Dual  Controller  1 

(872MB) 

Disk  Storage/Dual  Controller  1 

Dual  Drive  Increment  (174.4  MB)  1 

Disk  rack  Diive  Conuroi  A 

Data  Comm  Processor  2 

w/12,288  bytes  local  I/C  Memory 
12,288  bytes  additional  ' 2 

local  I/C  Memory  for  DCP 

Adapter  Cluster  6 

Line  Adapter  100 


14,560 


8,226 


4,580 

316 

135 

208 

1,026 

312 

41 

880 

1072 

435 

6,680 

3,136 

968 

624 

2,036 

704 

1,218 

1,500 


LESS  DISCOUNT  FOR  5 YR.  LEASE  (57o) 
(7  day  24  hr.  Maintenance) 


TOTAL  $48,657 


2,433- 


NET  TOTAL  $46,224 
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